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ABSTRACT 

This  document  contains  transcripts  of  United  States 
Senate  hearings  of  March,  1981,  on  the  Youth  Opportunity  Wage  Act  of 
1981.  The  proposed  Act  would  set  a  lower  minimum  wage  for  work 
performed  by  youth  under  the  age  of  20;  and  extend  the  allowable 
lower  wages  to  be  paid  in  other  industries  besides  the  food  service 
and  retail  industries  where  they  are  now  legal  under  certain 
circumstances.  Testimony  and  statements  were  given  by  Senators,  union 
representatives,  representatives  of  minority  advocacy  groups,  and 
representatives  of  various  business  and  retail  industry  groups.  All 
those  testifying  expressed  concern  over  the  impact  of  teenage 
unemployment,  but  held  varying  views  on  whether  a  lower  minimiim  wage 
for  teenagers  would  alleviate  the  problem.  Proponents  of  the  proposed 
legislation  testified  that  it  would  create  thousands  of  jobs  for 
unskilled  young  people  who  are  now  priced  out  of  the  job  market  by 
increases  in  the  minimum  wage.  They  said  that  these  youths*  skills 
are  just  not  worth  the  minimum  wage  to  employers,  but  if  the  minimum 
were  lowered,  employers  would  be  able  to  hire  more  youths  rather  than 
doing  without  this  marginal  labor.  Opponents  of  the  bill  contended 
that  a  subminimum  wage  would  benefit  fast  food  chains  and  other  major 
employers  of  young  people  while  thousands  of  adult  workers,  who  make 
up  70  percent  of  the  minimum-wage  work  force,  would  be  displaced  by 
youths  earning  lower  wages.  In  addition,  opponents  of  the  bill  argued 
that  the  country  has  a  moral  obligation  to  maintain  a  living  wage  for 
its  workers.   (Prepared  statements  are  included  in  the  document.) 
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TUESDAY,  MARCH  24,  1981 

U.S.  Senate, 
Subcommittee  on  Labor, 
Committee  on  Labor  and  Human  Resources, 

Washington,  D.C, 
The  subcommittee  met,  pursuant  to  notice,  at  9:35  a.m.,  in  room 
4232,  Dirksen  Senate  Office  Building,  Senator  Don  Nickles  (chair- 
man of  the  subcommittee)  presiding. 

Present:  Senators  Nickles,  Hatch,  Stafford,  Quayle,  Hawkins,  Ken- 
nedy, Randolph,  Williams,  and  Riegle. 

Staff  present:  Richard  C.  Lawson  and  Charles  T.  Carroll,  major- 
ity co-counsels;  and  Charlene  M.  Abshire,  executive  assistant. 

Opening  Statement  of  Senator  Nickles 

Senator  Nickles.  Good  morning.  Today  and  tomorrow,  this  sub- 
committee will  explore  what  has  become  a  national  burden  of 
unparalleled  magnitude— youth  unemployment.  Even  as  this  hear- 
ing begins,  more  than  1.6  million  of  this  country^s  teenagers  are 
unemployed.  Of  particular  significance,  35  percent  of  all  minority 
youth  do  not  have  a  job,  and  this  jobless  rate  continues  its  alarm- 
ing rise  every  year.  Here  is  a  work  force  waiting  to  partake  in  the 
fruits  of  its  labor,  and  yet  it  is  stifled  in  a  country  that  calls  itself 
the  land  of  opportunity. 

It  is  time  for  innovation  and  institutional  changes  which  will 
allow  an  unrestrained  free  enterprise  system  to  increase  employ- 
ment opportunities  for  youth.  Youth  employment  is  not  Just  a 
means  to  supplement  family  income  or  to  earn  extra  spending 
money.  The  absence  of  early  work  experience  may  lead  to  an 
unsuccessful  work  future.  That  first  job  teaches  individuals  employ- 
ment search  techniques,  work  habits,  provides  self-respect  and  con- 
fidence, and  provides  the  opportunity  to  make  mistakes  at  times 
when  mistakes  are  not  likely  to  be  as  costly  as  they  would  be  when 
a  worker  has  dependents  counting  on  him  for  support. 

The  absence  of  the  opportunity  is  also  likely  to  contribute  to 
many  kinds  of  anti-social  behavior  Many  economists  noted  for 
their  studies  on  youth  unemployment  agree  that  teenagers  who 
cannot  find  jobs  are  being  turned  off  to  the  system,  often  shifting 
their  attention  to  less  desirable  pursuits.  There  is  evidence  that 
juvenile  delinquency  varies  directly  with  the  level  of  youth  unem- 
ployment. 

No  one  in  this  r-^om  would  deny  that  youth  unemployment  is  a 
ser.^  . ;        economic  problem  that  must  be  solved.  Granted,  there 
solutions,  but  Government  attempts  to  stop  or  even 
slo-  unemployment  have  failed  miserably.  Govern- 
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Ciental  efforts  to  rc^duce  joblessness  through  dgorous  monetary  and 
f^al  policies  have  produced  devastating  results  for  youth  Less 
joQs  are  provided  for  youth  and  more  jobs  are  provided  for  experi- 
enced bureaucrats. 

What  we  should  be  concerned  about  is  opportunity  and  produc- 
tivity. Yet,  many  employers  refuse  to  hire  teenagers  because  they 
do  Aot  believe  that  the  unskilled  job  seekers  are  worth  the  mini- 
mum wage.  Temple  University  economist.  Dr.  Walter  E.  Williams, 
who  has  devoted  years  to  the  study  of  youth  unemployment  says 
the  minimum  wage  law  discriminates  against  the  employment  of 
those  Americans  whose  output  is  less  than  the  minimum  wage. 
Stanford  University  economist.  Dr.  Thomas  Sole,  who  testified 
before  this  committee  4  years  ago,  notes  that  in  the  late  1940s  and 
early  1950  s,  black  youngsters  16  to  17  years  old  had  consistently 
lower  unemployment  rates  than  whites  in  the  same  age  bracket. 
No  one  will  claim  that  there  was  less  employer  discrimination  then 
than  now.  He  says  that  the  difference  was  that  the  minimum  wage 
had  not  yet  begun  the  rapid  rise  of  spreading  coverage,  which  has 
been  the  dominant  pattern  ^ce. 

In  a  Washington  Star  editorial  criticizing  minimum  prevailing 
wages,  Dr.  Williams  is  quoted: 

-  ^StKnety^tt  coTTtinue  tO"vtew^he  difficutty  ttiat  minorities  have  in  fuTlv  entering 
the  mainstream  of  American  society  as  group  incompetence,  and  the  most  racist 
elements  of  societ>  will  have  their  prophecies  realized  Hardly  anyone  acknowledges 
that  many,  if  not  most  of  the  problems  encountered  are  due  neither  to  the  group 
nor  to  individual  incompetence,  but  to  the  excesses  of  Government  influence  by 
politically  powerful  interest  groups 

It  is  obvious  that  because  of  increasing  employment  costs,  many 
service  jobs  have  been  replaced  by  mechanization  or  eliminated 
altogether.  Michigan  State  University  economist,  Daniel  Hammer- 
mesh,  in  a  report  for  the  Minimum  Wage  Study  Commission,  con- 
cluded that  by  creating  an  opportunity  wage  of  75  percent  of  the 
current  minimum  wage,  it  would  produce  at  least  380,000  jobs  for 
teenagers. 

New  York  Mayor  Edward  Koch  and  Los  Angeles  Mayor  Thomas 
Bradley  have  already  volunteered  their  cities  to  be  used  for  pilot 
programs  for  an  opportunity  wage. 

Today,  we  will  be  considering  and  reviewing  three  proposals: 
Senate  bill  348,  as  proposed  by  Senator  Hatch;  Senate  bill  430,  as 
introduced  by  Senator  Percy;  and  Senate  bill  658,  my  proposal. 

Senator  Hatch's  bill  would  apply  to  youth  under  20  years  of  age 
and  would  provide  a  youth  differential  of  75  percent  of  the  current 
minimum  wage.  Senator  Percy  s  bill  would  establish  a  youth  differ- 
ential for  individuals  under  the  age  of  20  at  85  percent  of  the 
current  minimum  wage.  My  bill  would  exempt  persons  under  the 
age  of  18  from  the  minimum  wage. 

[The  texts  of  S.  348,  S.  430,  and  S.  658  follow  ] 
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97th  congress 
18T  Session 


S.348 


To  authonic  a  youth  nunimum  wage  differential  under  the  Fair  Labor  Standards 
Act  of  1938,  and  for  other  purposes 


IN  THE  SENATE  OF  THE  UNITED  STATES 

Januaby  30  Gegislative  day,  Januaby  5),  1981 
Mr  NiCKLES  (for  Mr  Hatch)  introduced  the  following  bill;  which  was  read 
twice  and  referred  to  the  Conunittee  on  Labor  and  Human  Resources 


A  BfLL 

To  authorize  a  youth  minimum  wage  differential  under  the  Fair 
Labor  Standards  Act  of  1938,  and  for  other  purposes. 

1  Be  it  enacted  by  the  Senate  and  House  of  Representa- 

2  tims  of  the  United  States  of  America  in  Congress  assembled, 

3  That  this  Act  may  be  cited  as  the  "Youth  Opportunity  Wage 

4  Actofl98r\ 

5  YOUTH  OPPOBTUNITY  WAGE 

6  Sec.  2.  (a)  Section  14(b)  of  the  Fair  Labor  Standards 

7  Act  of  1938  (29  U.S.C.  214(b))  is  amended  to  read  as 

8  follows: 
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1  "(b)(1)  To  encourage  youth  employment  an  employer 

2  may  employ  any  youth  who  has  not  attained  20  years  of  age 

3  for  a  period  of  180  days,  without  prior  or  special  certification 

4  by  the  Secretary  of  Labor,  at  a  wage  rate  not  less  than  75 

5  per  centum  of  the  otherwise  applicable  wage  rate  in  effect 

6  under  section  6  (or  in  the  case  of  employment  in  Puerto  Rico 

7  or  the  Virgin  Islands  not  described  in  section  5(e)  at  a  wage 

8  rate  not  less  than  75  per  centum  of  the  otherwise  applicable 

9  wage  in  effect  under  section  6(c))  in  compliance  with  applica- 

10  bie  child  labor  laws.  This  paragraph  shall  not  apply  to  any 

1 1  youth  employee  who  has  been  employed  by  the  same  employ- 

12  er  for  a  period  of  at  least  6  months  or  is  currently  employed 

13  by  an  employer  at  a  rate  of  at  least  the  minimum  wage  in 

14  effect  on  the  day  prior  to  the  date  of  enactment  of  the  Youth 

15  Opportunity  Wage  Act  of  1979. 

16  "(2)(A)  To  encourage  youth  employ ment»  an  employer 

17  or  institution  of  higher  education  may  employ  any  full-time 

18  student  (regardless  of  age  but  in  compliance  with  applicable 

19  child  labor  laws)  at  a  wage  rate  not  less  than  75  per  centum 

20  of  the  otherwise  applicable  wage  rate  in  effect  under  section 

21  6  (or  in  the  case  of  employment  in  Puerto  Rico  or  the  Virgin 

22  Islands  not  described  in  section  5(c),  at  a  wage  rate  not  less 

23  than  85  per  centum  of  the  wage  rate  in  effect  under  section 

24  6(c)). 
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1  "(B)  Any  full-time  student  so  employed  under  this  para- 

2  graph  by  an  employer  other  than  an  institution  of  higher 

3  education  shall  prior  to  such  employment  present  to  the 

4  employer  a  letter  from  the  institution  at  which  the  student  is 

5  enrolled  ceitif\ing  that  such  student  is  a  full  time  student 

6  enrolled  at  that  institution. 

7  **(C)  Any  full-time  student  employed  pursuant  to  this 

8  paragraph  shall  be  employed  on  a  part-time  basis  and  not  in 

9  excess  of  20  hours  in  any  workweek,  except  during  vacation 

10  periods. 

1 1  "(3)  While  no  prior  certification  shall  Lc  required  by  the 

12  Secretary  for  purposes  of  paragraphs  (1)  and  (2),  the  Sc^re- 

13  tar}'  is  authorized  under  this  Act  to  insure  that  the  provisions 

14  of  paragraphs  (1)  and  (2;  J  this  subsection  kre  not  violated. 

15  Whenever  the  Secretary  discovers  that  an  employe!  is  em- 

16  ploying  youth  at  a  wage  rate  lower  than  the  wage  rate  allow- 

17  shh  under  this  subsection  or  at  a  wage  rate  lower  than  the 

18  applicable  wage  rate  under  section  6  after  the  period  of  time 

19  specified  by  this  subsection,  or  is  engaged  in  a  pattern  and 

20  practice  of — 

-1  '*(A)  substituting  younger  workers  employed  at 

22  less  than  the  minimum  wage  for  older  workers  em- 

23  ployed  at  or  above  the  minimum  wage,  or 

"(B)  terminating  the  employment  of  youth  em- 
25         ployees  and  employing  other  youth  employees  in  order 
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1  to  gain  continual  advantage  of  the  youth  opportunity 

2  wage, 

3  the  employer  shall  be  deemed  to  have  violated  section  6  of 

4  this  Act,  The  liability  of  such  an  employer  under  this  para- 

5  graph  shall  include — 

6  "(i)  unpaid  >^ages  and  overtime  compensation  de- 

7  tsrmined  on  the  basis  of  otherwise  applicable  niinimum 

8  wage  and  overtime  rates  pursuant  to  sections  6  and  7 

9  of  this  Act,  and 

10  "(ii)  a  fine  to  be  determined  by  the  Secretary  not 

1*  ^.xceed  $2,500  for  the  first  offense  by  an  employer 

12  and  not  to  exceed  $10,000  for  any  subsequent  offense 

13  by  the  same  employer. 

14  "(4)  To  minimize  paperwork  for,  and  to  encourage, 

15  small  businesses  to  employ  students  under  special  certificates 

16  issued  under  paragraphs  (1)  and  (2),  the  Secretary  shall,  by 

17  regulation  or  order,  prescribe  a  simplified  application  form  to 

18  be  used  by  employers  in  applying  for  such  a  certificate  for  the 

19  employment  of  not  more  than  6  full-time  students.  Such  an 

20  application  shall  require  only — 

21  "(i)  a  listing  of  the  name,  address,  and  business  of 

22  the  applicant  employer, 

23  "(ii)  a  listing  of  the  date  the  applicant  began  busi- 

24  ness,  and 
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1  "(iii)  the  certification  that  the  employment  of  such 

2  full-time  students  will  not  reduce  the  full-time  employ- 

3  ment  opportunities  of  persons  other  than  persons  em- 

4  ployed  under  special  certificates.". 

6  (b)  Section  13(a)(7)  (29  U.S.C.  312(a)(7))  is  amended  to 

6  read  as  follows: 

7  "(7)  any  employee  to  the  extent  that  such  em- 

8  ployee  is  exempted  by  regulations,  order,  or  certificate 

9  of  the  Secretary  under  section  14,  or  in  accordance 
10  with  the  provisions  of  section  14(b);  or.". 
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97th  congress 
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S.430 


To  authorize  a  youth  minimum  wage  differential  under  the  Fair  Labor  Standard^ 
Act  of  1938,  and  for  other  purposes. 


IN  THE  SENATE  OF  THE  UNITED  STATES 

February  5  (legislative  da\%  .UNrARv  5),  1981 
Mr  Percy  (for  himself,  Mr.  Thurmond.  Mr  Abdnor,  Mr.  Pressler,  Mr 
Symms,  Mr.  Humphrey,  and  Mr.  Tower)  introduced  the  following  bill; 
which  was  read  twice  and  referred  to  the  Committee  on  Labor  and  Human 
Resources 


A  BILL 

To  authorize  a  youth  minimum  wage  differential  under  the  Fair 
Labor  Standards  Act  of  1938,  and  for  other  purposes. 

1  Be  it  enacted  by  the  Senate  and  House  of  Representa- 

2  tives  of  the  United  States  of  America  in  Congress  assembled, 

3  That  this  Act  may  be  cued  as  the  "Youth  Employment  Op- 

4  portunity  Act  of  1981'*. 

5  YOUTH  EMPLOYMENT  OPPORTUNITY  ACT 

6  Sec.  2.  (a)  Section  14(b)  of  the  Fair  Labor  Standards 

7  Act  of  1938  (29  U.S.C.  214(b))  is  amended  to  read  as 

8  follows: 
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1  *'(b)(l)  To  encourage  youth  employment  an  employer 

2  may  employ  any  youth  who  has  not  attained  twenty  years  of 

3  age.  for  a  period  of  one  hundred  and  eighty  days,  without 

4  prior  or  special  certification  by  the  Secretary  of  Labor,  at  a 

5  wage  rate  not  less  than  85  per  centum  of  the  otherwise  appli- 

6  cable  wage  rate  in  effect  under  section  6  (or  in  the  case  of 

7  employment  in  Puerto  Rico  or  the  Virgin  Islands  not  de- 

8  scribed  in  section  5(e)  at  a  wage  rate  not  less  than  85  per 

9  centum  of  the  otherwise  applicable  wage  in  effect  under  see- 

10  tion  6(c))  in  compliance  with  applicable  child  labor  laws.  This 

1 1  paragraph  shall  not  apply  to  any  youth  employee  who  has 

12  been  employed  by  the  same  employer  for  a  period  of  at  least 

13  six  months  or  is  currently  employed  by  an  employer  at  a  rate 

14  of  at  least  the  minimum  wage  in  effect  on  the  day  prior  to  the 

15  date  of  enactment  of  the  Youth  Eniployment  Opportunity  Act 

16  of  1981. 

17  "(2)  While  no  prior  certification  shall  be  required  by  the 

18  Secretary  for  purposes  of  paragraph  (1),  the  Secretary  is  au- 

19  thorized  under  this  Act  to  insure  that  the  provisions  of  para- 

20  graph  (1)  of  this  subsection  are  not  violated.  Whenever  the 

21  Secretary  discovers  that  an  eniployer  is  employing  youth  at  a 

22  wage  rate  lower  than  the  wage  rate  allowable  under  this 

23  subsection  or  at  a  wage  rate  lower  than  the  applicable  wage 

24  rate  under  section  6  after  the  period  of  time  specified  by  this 

25  subsection,  or  is  engaged  in  a  pattern  and  practice  of— 
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1  "(A)  substituting  younger  workers  employed  at 

2  less  than  the  minimum  wage  for  older  workers  em- 

3  ployed  at  or  above  the  minimum  wage,  or 

4  "(B)  terminating  the  employment  of  youth  em- 

5  ployees  and  emplojing  other  youth  employees  in  order 

6  to  gain  continual  advantage  of  the  wage  provided  for 

7  under  this  subsection, 

8  the  employer  shall  be  deemed  to  have  violated  section  6  of 

9  this  Act.  The  liability  of  such  an  employer  under  this  para- 

10  CTaph  shall  include — 

11  'li)  unpaid  wages  and  overtime  compensation  de- 

12  termined  on  the  basis  of  otherwise  applicable  minimum 

13  wage  and  overtime  rates  pursuant  to  sections  6  and  7 

14  of  this  Act,  and 

15  "(ii)  a  fine  to  be  determined  by  t^e  Secretary  not 

16  to  exceed  $2,500  for  the  first  offense  by  an  employer 

17  and  not  to  exceed  $10,000  for  any  subsequent  offense 

18  by  the  same  employer.'*. 

19  (b)  Section  13(a)(7)  (29  U.S.C.  312(a)(7))  is  amended  to 

20  read  as  follows: 

21  "(7)  any  employee  to  the  extent  that  such  em- 

22  ployee  is  exempted  by  regulations,  order,  or  certificate 

23  of  the  Secretary  under  section  14,  or  in  accordance 

24  with  the  provisions  of  section  14(b);  or". 
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1  Sec.  3.  (a)  The  amendments  made  by  this  Act  are  re- 

2  pealed,  effective  three  years  after  the  date  of  enactment  of 

3  this  Act. 

4  (b)  The  Secretary  of  Labor  shall  prepare  and  submit  a 

5  biannual  report  to  the  Congress  on  the  effect  of  the  amend- 

6  ments  made  by  this  Act.  Such  report  shall  include-- 

7  (1)  the  number  of  persons  employed  at  the  wages 

8  prescribed  under  the  amendments  made  by  this  Act; 

9  (2)  the  number  of  employers  emplojing  persons  at 

10  wages  prescribed  under  the  amendments  made  by  t^is 

11  Act; 

^2  (3)  the  general  rate  of  unemployment  of  persons 

13         under  tw^enty  years  of  age; 

(4)  the  effect  of  the  amendments  made  by  this  Act 

15  upon  employment  of  adults  and  persons  under  twenty 

16  years  of  age;  and 

^7  (5)  such  other  information  as  the  Secretary  of 

18         Labor  determines  appropriate. 


18 
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97th  congress 
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S.658 


To  amend  the  Fair  Labor  Standards  Act  of  1938  to  exempt  employees  who  are 
under  eighteen  years  of  age  from  the  provisions  of  section  6  of  that  Act,  and 
for  other  purposes. 


m  THE  SENATE  OF  THE  UNITED -STATES 

Makch  10  (legislative  day,  Febbuaby  16)  1981 
Mr  NiCKLES  introduced  the  following  bill;  which  was  read  twice  and  referred  to 
the  Committee  on  Labor  and  Human  Resources 


A  BILL 

To  amend  the  Fair  Labor  Standards  Act  of  1938  to  exempt 
employees  who  are  under  eighteen  years  of  age  from  the 
provisions  of  section  6  of  that  Act,  and  for  other  puiposes. 

1  Be  it  enacted  by  the  Senate  and  House  of  Representa- 

2  tives  of  the  United  States  of  America  in  Congress  assembled, 

3  That  this  Act  may  be  cited  as  the  "Youth  Opportunity  Wage 

4  Act". 

5  Sec.  2.  Section  13  of  the  Fair  Labor  Standards  Act  of 

6  1938  is  amended  by  adding  at  the  end  thereof  the  following 

7  new  subsection: 
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1  "ftKD  The  provisions  of  section  6  shall  not  apply  to  any 

2  employee  who  has  not  attained  eighteen  years  of  age. 

3  "(2)  Nothing  in  this  subsection  shall  be  construed  to 

4  exempt  any  employee  described  in  paragraph  (1)  of  this  sub- 

^     - — 

5  section  from  the  provisio'^'i  of  section  7,  relating  to  overtime 

6  compensation,  or  section  12,  relating  to  child  labor,  if  such 

7  sections  would  otherwise  apply  to  the  employee.". 

8  Sec.  3.  (a)  Section  14(b)  of  the  Fair  Labor  Standards 

9  Act  of  1938  is  repealed. 

10  (b)  Section  14  of  such  Act  is  amended  by  redesignating 

11  subsections  (c)*and  (d)  of  such  Act  as  subsections  (b)  and  (c), 

12  respectively. 
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Senator  Nickles.  Today,  I  think  we  are  very  fortunate  to  have 
many  distinguished  guests  who  will  give  their  expertise  and  testi- 
mony on  behalf  and  in  opposition  to  these  proposals.  I  wish  to 
emphasize  and  reemphasize  that  today,  we  are  here  in  support  of 
America's  young  people,  trying  to  open  the  door  of  economic  oppor- 
tunity and  livelihood  for  them  and  for  their  future.  I  think  the 
action  that  we  take  and  that  the  Congress  takes  can  keep  today's 
unemployed  youth  from  becoming  tomorrow's  dejected  adults. 

Senator  Hatch,  did  you  have  an  opening  statement? 

Senator  Randolph.  Mr  Chairman,  could  I  interrupt? 

Senator  Nickles.  Yes. 

Senator  Randolph.  I  hesitate  to  do  this  because  I  am  not  one  to 
ask  to  speak  out  of  order.  An  appointment  was  made  for  the 
minority  leader  and  myself  with  a  group  of  25  service  station 
dealers  from  West  Virginia.  They  must  return  to  the  State  soon. 
The  appointment  is  set  for  10  o'clock  this  morning  in  the  Capitol. 

My  statement  will  be  brief.  If  I  could  make  it  now,  it  would  be 
very  helpful  to  my  scheduling  problem. 

Senator  Hatch.  By  all  means,  go  ahead. 

Senator  Nickles.  Please  go  ahead.  Senator. 

Senator  Randolph.  I  thank  you,  Mr.  Chairman. 

In  1938,  the  Congress  enacted  the  Fair  Labor  Standards  Act.  In 
that  act,  a  minimum  wage  of  25  cents  an  hour  was  established  for 
all  workers  in  interstate  commerce.  I  supported  and  helped  develop 
the  original  measure  as  a  member  of  the  Labor  Subcommittee  in 
the  House  of  Representatives. 

The  policy  of  that  act  was  to  establish  a  floor  under  all  wages;  to 
support  the  work  ethic;  and  to  promote  the  welfare  of  American 
workers.  What  we  did  was  sound  then,  and  I  think  it  is  sound 
today.  The  minimum  wage  was  43.4  percent  of  the  average  manu- 
facturing wage  in  1938.  Today,  the  recently  effective  $3.35  per  hour 
minimum  wage  equals  43  percent  of  that  standard,  down  from  55.6 
percent  in  1968.  An  American  worker,  Mr.  Chairman  and  my 
colleagues,  currently  receiving  the  minimum  wage  for  40  hours  per 
week,  52  weeks  per  year,  would  earn  $6,432,  approximately  $1,400 
below  the  official  Federal  poverty  income  for  a  family  of  four. 
Clearly,  the  minimum  wage  is  a  base — for  best,  a  low  base — for 
wages. 

Today,  we  are  going  to  receive  testimony  on  several  proposals  to 
establish  a  subminimum  wage  for  teenagers.  I  and  a  majority  of 
Senators  voted  against  a  similar  proposal  during  consideration  of 
the  most  recent  amendments  to  increase  the  minimum  wage  in 
1977. 

At  that  time,  many  Senators  felt  that  a  subminimum  wage 
would  be  a  serious  erosion  of  the  principle  of  equal  pay  for  equal 
work  set  forth  in  the  same  act,  and,  consequently  a  severe  setback 
in  the  battle  for  equal  employment  opportunity  for  all  Americans. 

The  youth  unemployment  rate  is  a  serious  problem  facing  Ameri- 
can society.  We  are  seeking  to  address  it  in  our  youth  employment 
programs  and  through  expanding  the  economy  to  create  more  jobs. 
A  separate  subminimum  wage  for  youth  would  penalize  a  class  of 
Americans,  teenagers,  by  paying  them  lower  wages  than  many  are 
receiving  today,  but  give  them  a  financial  edge  in  competing— I  say 
competing— with  the  adult  work  force  for  the  11  million  minimum 
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Senator  Randolph.  Thank  you,  Mr.  Chairman. 
Senator  Nickles.  Senator  Hatch' 
Senator  Hatch.  Thank  you,  Mr.  Chairman. 

on'^the'^^or^oiinu^rW^^^^^^         fbe'^^Tv^^^  '""'•"-^ 

----  ^o? 

Cha^rman,  I  find  this  sftlTonX^heLSL^'S^^^ 

blame  for  not  recognizing  earlier  that  the.  r^!^-!!^'  . 

drop  in  teenage  employment.  It  is  obyTo^that  ?he  Sinimn^^^^ 
cannot  compete  with  the  agladvantSge  held  by  adnlS  " 
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employment,  another  lost  it.  This  argument  reflects  unsubstanti- 
ated pessimism,  as  well  as  misunaerstanding  of  the  way  our  econo- 
my responds  to  incentives.  •  ..u  „•  • 
Given  the  positive  correlation  between  the  mcreases  m  the  mmi- 
mum  wage  and  decreases  in  teenage  unemployment,  there  is  no 
reason  to  believe  that  if  employers  were  given  the  incentive  to  hire 
and  train  young  people,  they  would  not  take  advantage  ot  the 
opportunity  to  improve  their  customer  services  or  their  production 

^Xfter  ^8  years,  we  should  also  be  realistic  about  the  accomplish- 
ments of  the  Comprehensive  Employment  and  Training  Act 
(CETA)  As  well  intentioned  as  these  programs  are,  they  have  not 
succeeded  in  solving  the  problem  of  youth  unemployment  While 
these  programs  undergo  a  thorough  evaluation  of  their  ettective- 
ness  as  well  as  a  determination  of  possible  ways  of  improving  the 
delivery  of  education  and  training  to  disadvantaged  young  people, 
let  us  no*  continue  to  ignore  other  viable  elements  of  a  solution  to 
the  problem  of  youth  unemployment. 

Mr  Chairman,  it  is  disheartening  to  me  to  see  young  people 
become  discouraged  and  cynical  of  our  free  enterprise  system  when 
they  are  unable  to  find  jobs.  It  is  disturbing  that  in  lieu  of  mean- 
ingful employment,  young  people  will  occupy  their  time  in  an 
unproductive  or  possibly  even  criminal  activities.  These  teenagers 
may  become  the  hard-core  unemployed  of  the  future  unless  we  are 
willing  to  do  something  about  it.  Their  plight  can  be  characterized 
as  a  new  form  of  slavery.  We  cannot  afford  to  sacrifice  the  talents 
and  ambition  of  our  young  people  in  this  way. 

The  youth  opportunity  wage  will  provide  greater  opportunities 
and  incentives  for  employment  and  training,  as  well  as  the  cfiance 
for  young  people  to  start  up  the  ladder  to  economic  self-sufficiency 
and  personal  self-esteem. 

One  last  thing:  The  people  who  criticize  this  concept  very  seldom 
have  any  alternative  suggestions  other  than  more  Federal  Lrovern- 
ment  programs.  They  have  no  suggestions,  to  stimulate  jobs  in  the 
private  sector  that  would  really  be  meaningful  opportunities  for 
young  people  to  get  the  training,  the  skills,  and  the  experience  to 
be  able  to  produce  in  our  society.  ,  r 

I  have  talked  with  a  lot  of  people  who  have  been  critical  of  a 
youth  opportunity  wage.  They  do  not  have  any  alternatives  other 
than  more  Government  work,  more  Government  spending  more 
Government  regulation  of  business.  Frankly,  a  lot  of  them  have  to 
admit  that  they  do  not  know  whether  it  will  work  or  whether  it 
will  not.  I  think  it  deserves  a  chance;  I  think  our  kids  deserve  a 
chance;  I  think  we  ought  to  give  them  that  chance. 
Thank  you,  Mr.  Chairman. 
Senator  Nickles.  Thank  you.  Senator  Hatch. 
Senator  Williams,  do  you  have  a  statement? 
Senator  Williams.  Yes.  Thank  you,  Mr.  Chairman. 
We  have  three  youth  subminimum  bills  before  us,  as  1  under- 
stand it  These  hearings  are  essential  to  examine  the  important 
issue  raised  by  these  bills,  and  I  commend  you  for  your  action  m 
convening  these  hearing. 

I  am  glad  that  Senator  Randolph  gave  us  some  background;  he 
was  here  in  1938  with  the  passage  of  the  Fair  Labor  Standards  Act. 
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As  we  all  know  that  marked  the  culmination  of  a  decade-lone 
campaign  to  establish  certain  minimum  standards  on  the  operation 
of  our  economy.  An  important  part  of  that  campaign  Zl  effor" 

ThS '"ihp'L!-/*''/ Kf  "^J""'  rP)°it^.tio"  of  our  Children  aiS  yoS 
Ihus,  the  act  establishes  a  basic  minimum  wage  consistent  with  a 
minimum  standard  of  living  for  all  workers,  not  just  adults 
thll  f^f 'r^  Standards  Act,  the  Congress  declared 

thf  r^^nim^      f  our  country  was  to  protect  the  "maintenance  of 
the  minimum  standard  of  living  necessary  for  health,  efficiency 
r""^'/"f  "^workers."  A,  such,  the  act   tands  as  a 
chfldrei  '^'^""'^  ^"'■'^•"^         women,  and 

Proposals  to  establish  a  youth  subminimum  wage  run  counter  to 
the  basic  thrust  of  the  Fair  Labor  Standards  Act  These  pmposals 
would  establish  a  subclass  of  workers  who  are  not  deserving  o?  the 
sSv  Th'p^f accorded  to  all  other  classes  of  worker!  in 
society  These  proposals  would  signal  a  retreat  from  our  efforts  to 
establish  a  mmimum  standard  of  living  for  all  workers 

Ihe  subminimum  proposals  before  our  subcommittee  have  been 
advanced  as  a  solution  to  our  youth  unemployment  situation.  If  or 

^hn.'.W-'r^'*!^  "°''°!?  ^^^^J^^  legitimacy  of  a  subminimum  wage 
should  be  determined  on  the  basis  of  the  unemployment  situS 
of  any  particular  class  of  workers,  whether  they  are  you  h  he 
elderly,  women,  or  minorities.  ^      '  ^ 

ouT°nrflSn^  subminimum  wage  for  youth  would  set  a  danger- 
ous precedent  for  the  discriminatory  treatment  of  other  classes  of 
Zl'.h  '""'L^'  ^""^'J^' '°  ^^'^blish  a  subminimum  wage  for 

youth  would  have  the  predictable  consequence  of  aggravating  the 
unemp  oyment  situation  of  other  adult  workers.  Ailravat  S  he 
unemployment  situation  of  adult  workers  in  this  waf^ould  be  in 
my  judgment,  one  of  the  strongest  reasons  to  reject  thridea  Thi^ 

trafemolo;e'r'''H°"l?''^/^  iong-estiblished  principVe 

that  employers  should  not  be  permitted  to  compete  against  each 
other  by  paying  substandard  wages  against  each 

lem-^'wrJlThavf  Th°"'^T^  ^1°"'  y""'*'  unemployment  prob- 
lem, we  all  have.  Those  of  us  who  are  closest  to  it,  with  major  citv 

thTti.V"^^'^'"''        '^i'  '^""P  However  I  do  no  feel 

that  this  problem  is  properly  viewed  as  a  function  of  the  minimum 
wage^In  my  view,  the  solution  to  the  youth  unemployment  prob- 
lem doe?  not  he  in  paying  youth  a  lower  wage,  but  in  providhie 
programs.  "^^^"-^^"1  youth  employment  and'Sf 

It  is  my  hope  that  as  these  hearings  proceed,  we  will  have  an 
adequate  opportunity  to  thoroughly  examine  the  nature  of  the 

i:Cjz7':ir' ^"^^^^'^  ^ 

Finally,  Mr.  Chairman  I  believe  that  it  is  timely  and  appropriate 
that  this  committee  conduct  hearings  to  examine  the  adequacy  of 
the  current  level  of  the  minimum  wage.  The  high  rates  of  inSion 
over  recent  years  have  so  eroded  thi  purchasing  power  of  our  U 
mil  ion  minimum  wage  workers  that  today's  minimum  wage  n 
real  dollars  ,s  near  y  9  percent  below  the  1967  minimum  wage  The 
adequacy  of  the  minimum  wage  is  nothing  less  than  a  questL  of 
survival  for  these  workers  and  for  their  families  ^^^stion  ot 
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I  beHeve  it  is  timely  to  structure  additional  increases  in  the 
minimum  wage  that  would  be  adequate  to  compensate  for  increases 
in  the  cost  of  living.  Therefore,  it  is  my  hope  that  our  committee 
will  conduct  more  extensive  hearings  over  the  adequacy  of  the 
current  minimum  wage,  perhaps  in  conjunction  with  hearings  over 
the  findings  of  the  Minimum  Wage  Study  Commission. 

ThanK  you,  Mr.  Chairman. 

Senator  Nickles.  Thank  you.  Senator  Williams. 

Senator  Stafford,  did  you  have  any  comments? 

^^enator  Stafford.  Thank  you  very  much,  Mr.  Chairman.  I  agree 
these  are  very  important  hearings  and  that  the  unemploy- 
.  jnt  among  our  youth  is  a  very  difficult  problem  for  us  as  a 
nation.  I  look  forward  to  getting  some  help  and  guidance  from  the 
witnesses  today  in  trying  to  meet  this  problem,  and  I  shall  with- 
hold further  statement  and  wait  for  our  witnesses'  statements. 

Senator  Nickles.  Very  good. 

Senator  Kennedy? 

Senator  Kennedy.  Thank  you. 

The  supporters  of  the  youth  subminimum  wage  must  meet,  I 
believe,  a  heavy  burden  of  proof  during  the  next  2  days  of  hearings 
if  they  are  to  convince  this  committee  that  their  proposal  has 
merit. 

In  the  first  place,  we  will  not  hear  from  such  groups  as  the 
Urban  League,  the  Leadership  Conference  on  Civil  Rights  or  the 
Women's  I^gal  Defense  Fund,  which  represent  those  Americans 
who  will  be  most  dramatically  affected  by  a  youth  subminimum. 

Business  organizations  which  have  ardently  supported  the  youth 
differential  in  the  past  are  curiously  absent  from  these  proceed- 
ings. 

The  results  of  a  number  of  studies  which  will  have  a  direct 
bearing  on  our  consideration  of  this  legislation  are  not  yet  availa- 
ble. The  first  detailed  evaluation  of  the  targeted  jobs  tax  credit 
program,  which  provides  a  larger  subsidy  to  employers  who  hire 
young  workers  than  any  of  the  bills  before  us,  will  not  be  available 
until  June. 

The  report  of  the  Minimum  Wage  Study  Commission,  which  is 
evaluating  a  dozen  important  minimum  wage  issues,  including  the 
youth  subminimum  and  an  exemption  which  permits  employers  to 
pay  85  percent  of  the  minimum  wage  to  full-time  students,  is  not 
due  until  May. 

It  would  certainly  be  inappropriate  to  report  legislation  until 
these  studies  are  before  us  and  we  have  had  an  opportunity  to 
thoroughly  examine  their  findings. 

I  note,  Mr.  Chairman,  that  in  just  briefly  reviewing  the  Secre- 
tary's statement  itself,  he  points  out  that  the  administration  wants 
to  have  an  opportunity  to  examine  these  studies;  he  points  that  out 
on  page  4  of  his  testimony,  drawing  the  conclusion  that  the  youth 
differential  issue  is  currently  being  specifically  addressed  by  the 
Minimum  Wage  Study  Commission,  which  was  created  in  1977. 
'The  Commission  has  contracted  for  a  number  of  studies  in  this 
area  and  will  report  its  findings  to  the  Congress  in  May.''  They  will 
want  to  carefully  review  the  Commission's  studies  in  this  area. 

Even  on  page  2,  the  administration  has  not  been  willing  to  take 
a  position  on  the  various  proposals  that  are  before  us  at  the  pres- 
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here  Jvho"(,lS"J JLi'L""  "'■"i-i^"?""".  as  well  as  man,  of  us 

.r£K=.  '^LT'r  S,;;  'St'r  „l£Tr 

voShlmnlovm^lf  ^      continuing  commitment  and  concern  about 

1  am  sure  that  one  of  thp  iccimc  fi^of 
Department  now  shows  that  for  vouths  hpfwVin  ir  %  of  ■^^P'' 

employment  has  been?        ^^^^^tofore  have  reflected  what  youth 

So,  I  am  sure  we  would  want  to  ^Pt  infn  f^.of  n 
enforcement  mechanisms  un^r  the  dffferLnt^a   I  fhfnW^"  ^! 

cL   W.  '°  ""t^^  ^"'•^  that  that  is  not  going  fo  be  the 

on  at  the  present  time  ^"^  ^''P'""^"  °^  sweatshops  going 

would  „,h:?:££Tva!labTe'tc!'ihem'°'''  """""'^  ^^l"* 
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on  this  committee  for  about  19  years  and  we  have  had  several 
hearings  on  the  minimum  wage  over  a  period  of  that  time— we 
would  have  to  examine  the  appropriateness  of  a  recommendation 
to  increase  the  minimum  wage  to  keep  pace  with  the  inflation  that 
we  are  facing  in  this  country. 

We  are  talking  about  people  in  this  country  that  are  in  many 
instances  living  below  the  poverty  line.  What  we  are  seeing  now  is 
a  reduction  of  those  kinds  of  Federal  programs  that  were  available 
to  a  whole  range  of  individuals  who  moved  out  of  poverty,  moved 
into  a  minimum  wage,  and  gradually  began  to  move  up  in  terms  of 
employment  and  in  terms  of  compensation  and  career  possibilities. 
Support  services  for  those  individuals  are  being  struck  down  rather 
dramatically.  ^     _   .     .  .  ^. 

It  is  going  to  be  interesting  to  see  now  what  kinds  ot  incentives 
are  going  to  be  there  for  individuals  to  really  get  off  welfare  rolls. 
We  have  been  wrestling  with  that  issue  over  a  long  period  of  time. 
We  have  seen  the  minimum  wage  established,  and  yet  we  have 
seen  the  gradual  phasing  out  of  other  support  programs.  Those 
programs,  which  have  been  labeled  as  benefits  to  those  that  are  not 
really  needy,  are  being  either  reduced  or  eliminated  at  the  present 

think  we  are  going  to  see  the  real  possibility  of  fewer  incentives 
for  people  to  go  out  into  the  work  force  than  exist  at  the  present 
time  Bat  as  Senator  Williams  has  pointed  out,  with  a  minimum 
wage  of  $3.35,  it  would  have  to  be  raised  to  at  least  $3.75  if  we  were 
to  keep  the  same  purchasing  power  for  the  worker  that  was  pro- 
vided with  the  minimum  wage  of  1967.  So,  this  is  something  that  1 
know  we  will  have  to  review  as  well. 

Mr.  Chairman,  there  is  one  final  point  I  wanted  to  make.  I  his 
morning,  we  are  going  to  hear  some  testimony  that  there  has  been 
no  evidence  that  a  subminimum  would  increase  overall  employ- 
ment We  will  hear  today  that  even  when  employers  have  been 
offered  a  lOO-percent  wage  subsidy  to  hire  young  people,  only  18 
percent  have  agreed  to  do  so,  and  that  a  50-percent  subsidy  pro- 
duced a  positive  response  from  only  5  percent  of  the  employers 

contacted.  .  . 

These  studies  have  been  conducted  under  existing  test  programs 
held  in  different  cities  of  this  country  where  the  full  wage  of  that 
trainee— because  they  w^^re  coming  from  the  background  of  drop- 
ping out  of  school  and  lacking  in  some  of  the  other  essential 
skills— they  were  being  given  those  kinds  of  essential  skills  and 
were  given  some  kind  of  training,  and  their  full  salary  was  paid  for 
for  I  year.  The  placement  level  was  18  percent,  and  even  when  it 
was  50  percent,  only  5  percent  of  the  employers  participated.  The 
subminimum  is  a  much  smaller  incentive. 

So,  I  think  we  are  entitled  to  hear  from  those  studies  as  to 
exactly  what  we  are  getting  ourselves  in  for  in  terms  of  employ- 
ment possibilities.  I  reject  any  suggestion  that  by  raising  these 
questions,  we  lack  any  interest  or  deep  concern  about  trying  to 
offer  some  employment  opportunities  to  the  young  people. 

My  own  view  is  that  we  are  either  going  to  have  to  move  the  jobs 
to  where  the  young  people  are  and  provide  them  with  the  basic  and 
fundamental  skills  as  well  as  the  training  skills,  or  move  the  kids 
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.ttSo'f  fcrJ^"'  *a.  during 

I  thank  th«>  Chair. 

Senator  Nickles.  Thank  you,  Senator  Kennedy, 
benator  Hawkins? 

«?nf^"^*°'"v?*'^'"??-  Chairman,  as  recent  hearings  before  the 
°"  Employment  and  Productivity  demoStra  ed  this 
cornmittee  .s  committed  to  finding  a  solution  to  the  growing  pJ5^ 
mS^t  hi?"^^  o!l"^'"PL°y'"?r"*-  The  overall  problem  of  unemK 
n^^i  i^"'^  '^"'i*'  suffering,  but  the  plight  of  our  tZnZ 
unemployed  IS  particularly  severe.  If  we  do  not  assist  them  now  fn 
developing  the  necessary  skills,  experience"  SSd  TsSp hne  to^°^^^^^^ 
the  work  force,  they  will  continue  to  unwill  ngly  burden  our  sociP^v 
as  It  tries  to  recover  its  economic  strength  '^^^ 
«,o;2!i"""'"!i"'"  "^^^^  provisions  of  the  Fair  Labor  Standards  Act 
were  designed,  in  part,  to  protect  young  workers.  But  I  b^lieJe  even 
Senator  Rando  ph  would  agree  that  events  and  co.  iS  havS 
changed  since  Its  enactment  in  1938.  The  same  proviJiZ  whkh 

mnrkprTW  ^''^  ^"'■•'^'^         ^'^^^  them^  out  of  th7  Ob 

market.  The  minimum  wage  has  risen  to  $3.35  an  hour  and  has 
been  expanded  to  include  retail  and  service  trades-traditbnallv 
one  of  the  largest  employers  6f  the  young  worker  and  a  tremen' 
dous  y  large  employer  in  the  State  of  Florida. 

Although  the  Fair  Labor  Standards  Act  has  been  amended  fre- 
quently since  Its  enactment,  it  has  never  allowed  a  subminimum 

fo?L  /J  '  "I  ^"  '^^^  minimum  wageTas 

h^  ^^r/j'  unfilled-jobs  that  could  1?  per- 

formed by  unski  ted  youth.  But  because  of  an  unreaSalW  h^h 
rnmimum  wage,  njany  youths  are  not  hired  becZrempToye^^^^^^^ 
they  are  not  worth  paying  the  minimum  wage.  '"P'oyers  feel 

riln  ^"^^-^  T'"''^'"  ^'^^  "°  experience  or  industrial  discioline  is 
t^emnl^r'^'l.'*  'j"  productive  and  therefore  le^  profitable 

i?«f^^  T""'^  Studies  have  shown  that  teenage  unemploymem  ha^ 
risen  in  tandem  with  the  minimum  wage.  I  understand ^hat  tS 
general  rule  of  thumb  is  that  for  each  10  percent  increase  in  Ihl 
minimum  wage,  there  will  be  an  accompanyinfl  U^ceTdei^^^ 
in  employment  among  teenagers  percent  decrease 

.'ir^a  cTassi?"eT.3  provisions  of  the  Fair  Labor  Standards  Act 
siia^  c  fltnr^f  legislation  that  has  not  kept  pace  with 

TV,:  fJho    '  p"'*  e'=o"0'"»c  changes  in  the  United  States. 

i  he  federal  Government  enacted  minimum  wage  piuvisions  tn 
? f  ^r"^  ^'"t  because  the  legislation  Kot  been 

amended  to  keep  pace  with  changes  in  the  workSace  thl  nrn^f 

pi:";:  tsSainS  :fthe  f  ^^^"T""'^  ditdv7n^S^'=I•n^^1rwe 
piace  restraints  on  the  free  market  system,  we  must  carpfnllv 
monitor  those  restraints  to  insure  that  tJey  are  not  runterproS 

for^a'vo'CtTJ!^.^  carefully  consider  legislation  providing 

^LwJ    V^i    f!^""^"*'^!-  Congress  has  considered  many  different 

the  easin^^t  Fph!         T'^  unemployment,  but  I  Eelieve  tha 
tne  easing  of  Federal  restraints  on  the  free  markpt  «v=to,^  .^i 
have  the  most  beneficial  effect  of  all  by  TroSg  job'^'aJd^b 
training  in  the  private  sector.  ^ 
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I  look  forward  to  studying  the  facts  that  will  be  provided  and 
developed  by  this  committee,  and  commend  Senator  Nickles,  Sena- 
tor Hatch,  and  Senator  Percy  for  offering  this  legislaticn  for  us  to 
consider.  I  would  like  to  otTer  Liberty  City  in  Miami,  Fla.,  for  a 
pilot  program,  if  indeed  you  need  an  area  to  conduct  an  experiment 
for  those  that  feel  that  we  must  study  this  problem  to  death.  1 
would  like  to  see  a  pilot  program  enacted  as  soon  as  possible  and 
suggest  that  Liberty  City  in  Miami,  Fla.,  be  its  ground. 

Thank  you  so  much.  tt    ,  • 

Senator  Nickles.  Thank  you.  Senator  Hawkins 

Ladies  and  gentlemen,  today  we  have  testimony  from  or  1 6 
people.  Our  first  guest  is  Secretary  Ray  Donovan,  Secretary  of  the 
Department  of  Labor. 

You  are  accompanied  by  whom? 

STATEMENT  OF  RAYMOND  J  DONOVAN.  SECRETARY  OF 
LABOR  ACCOMPANIED  BY  CRAIG  BERRIMITON.  DEPUTY  AS- 
SISTANT SECRETARY,  EMPLOYMENT  STANDARDS  ADMINIS- 
TRATION AND  DAVID  A.  WILLIAMS.  ASSISTANT  TO  THE 
DEPUTY  UNDER  SECRETARY  FOR  LEGISLATION 
Secretary  Donovan.  The  gentleman  on  my  far  right  is  Mr  Wil- 
liams and  Mr.  Berrington  is  directly  next  to  me. 

Senator  Nickles.  Mr.  Berrington's  title  is  Deputy  Assistant  Sec- 
retary for  Employment  Standards? 
Secretary  Donovan.  That  is  correct.  Senator. 
Senator  Nickles.  And  Mr.  Williams?  .  „  ,    •  j 

Secretary  Donovan.  He  is  with  Governmental  Relations  under 
Don  Shasteen. 

Senator  Nickles.  Very  good.  ,  .    .  •  n 

Mr  Donovan,  do  you  have  a  brief  statement?  I  would  advise  all 
of  our  guests  that  we  have  requested  that  everybody  presenting 
testimony  to  the  committee  hold  their  remarks  to  10  minutes.  We 
will  enter  all  prepared  statements  into  the  record.  So,  if  you  could 
summarize  your  statements,  that  would  certainly  be  appreciated  by 
members  of  the  committee.  ,  .  i   ,  . 

Likewise,  members  of  the  committee,  if  we  could  hold  our  re- 
marks or  questions  to  5  or  10  minutes,  that  would  facilitate  the 
number  of  witnesses  that  we  have  today. 

IVI r  Secretary*^ 

Secretary  Donovan.  Mr.  Chairman  and  members  of  the  subcom- 
mittee, thank  you  for  this  opportunity  to  appear  before  you  today. 
Your  subcommittee  is  considering  a  very  important  issue— the  fail- 
ure of  the  American  economy  to  provide  jobs  for  so  many  of  our 
young  people  who  are  ready  and  willing  to  work.  This  failure 
causes  great  social  and  economic  burdens  in  our  society.  Tnis 
burden  falls  most  heavily  on  the  poor  who  live  in  our  large  urban 
centers 

Minority  youngsters  are  affected  in  greatly  disproportionate 
numbers,  often  during  a  critical  period  of  their  lives  when  the 
experience  of  extended  unemployment  can  have  a  long-term  impact 
on  their  attitude  toward  work  and  society  This  failure  is  an 
American  tragedy  that  must  be  remedied.  ,  ,i  • 

As  I  responded  to  Senators  Denton  and  Quayle  in  answer  to  their 
questions  during  my  confirmation  hearings,  I  would  support  a  sub- 
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minimum  wage  for  youth  if  it  were  shown  that  it  would  hpln  t« 
solve  this  grave  problem.  Since  my  confirmaUon  as  Wal?  of 
JrfcTI'    ^^''r  increasingly  concerned  about  the  extremelv 

high  levels  of  youth  unemployment.  exiremeiy 

^«  !^f^-  'i?"''®P^  °^  ^  yo"th  subminimum  wage  However  I 
do  not  believe  that  we  presently  have  sufficient  TformS  Vn 
allow  us  to  endorse  a  specific  legislative  prZsa  We  nS  to 
develop  an  approach  as  part  of  a  broad-basWlTouth  emplo^ei? 
strategy  which  is  most  beneficial  to  youth  and  at  the^Se  Hme 
deals  effectively  with  such  issues  as  adult  displacement  enfor^S 
ment  and  job  creation.  We  anticipate  that  the  Current  studies  w^ 
be  helpful  in  proWding  us  with  this  needed  information 
Let  me  highhght  for  the  subcommittee  the  magnitude  and  thp 

"llinraUSt  ^Jf-',V"^'"P^°y--t  problem.  ThlTople'Se  art 
talking  about,  Mr.  Chairman,  are  young  men  and  women  in  their 

Their  unemployment  rate  has  remained  at  an  extremelv  hiirh 

I'^youtT""'  "-^^^^^^  unemploylSrrroblemsTf 

Based  on  the  picture  presented  by  these  figures  it  is  obvinii«  that 
the  programs  which  were  established  in  the  pa;t  two  decades  t° 
put  youth  to  work  have  not  solved  the  problem.  We  need  ?o  look 
for  new  approaches.  First  and  foremost  will  be  the  enactment  of 
the  President's  comprehensive  program  for  economic  Jecove  "  In 
Tthf?'  ^  'n'  ^"bcommittee  knows.  I  have  commu  ted  the  efforte 

P  oymen?^Jobl7rFi'^^^^  f"^?,^'"''  ^"u^"«"  ^^e  yoiJh  ufem 
nnmnLr  !,fP»^  u  ■  ^^^^^k^'  legislation  has  been  introduced  bv  a 
rn^^l      Members  of  Congress  and  is  now  pendinrbefore  the 

TKw'th^t^v  ^''^'^''^  °"  this  subfect.  ^ 

1  know  that  your  subcommittee  is  considering  the  adontinn  nf 
special  minimum  wage  as  a  means  of  putting^teenagere  to  wolk 
However,  as  I  have  previously  indicated,  the^re  are  a^umber  Jf 
considerations  that  must  be  carefully  examined  before  the  a^mTnis 
tration  can  endorse  a  specific  legislative  approach 
„n      "-^l"     '^opsKler:  one,  the  effect  of  various  youth  differentials 
on  tue  jobs  of  adult  wage  earners;  two.  the  most  effective  means  of 
enforcement  to  preclude  adult  displacement  and  youth  turSS^^^^^ 
three,  maximizing  the  additional  employment  oprortunities  ava^L 
b^  for  inner  city  youth;  bur,  the  effect  of  vaSs  SroZils  on 
poor  families  who  partially  or  completely  rely  on  the  wiges  of 
Sfff'  extent  to  which  business  aJdTndustry  wUl  be 

?S  coSntr  eVttV' h"^  ^^P^"^"'^^  °^  olKr'ndus' 

iriaiizea  countries  that  have  special  wages  for  youth. 

ihe  question  of  increasing  employment  opportunities  has  IpH  tn  a 
number  of  studies  relating  to  the  impact  of  L  minimum  wige  on 
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employment.  Most  studies  that  have  been  conducted  m  recent 
years  address  the  effects  of  an  increase  in  the  mmimum  wage  on 
employment  generally  and  youth  employment  m  particular. 

The  youth  differential  issue  is  currently  bemg  studied  and  spe- 
cifically addressed  by  the  Minimum  Wage  Study  Commission, 
which  was  created  by  the  Congress  in  the  1977  amendments  to  the 
Fair  Labor  Standards  Act.  The  Commission  has  contracted  tor  a 
number  of  studies  in  this  area  and  will  report  its  findings  to  the 
Congress  in  May.  I  will  want  to  carefully  review  the  Commission  s 

studies  in  this  area.  r..     •,    j    *  j 

As  you  are  aware,  the  present  Fair  Labor  Standards  Act  provides 
for  lower  minimum  wages  for  certain  students  and,  in  most  cases, 
onlv  in  certain  industries.  The  employment  of  certain  vocational 
education  student  learners  is  permitted  at  75  percent  of  the  mini- 
mum wage.  In  fiscal  year  1980,  approximately  4,500  such  students 
were  employed  under  certificates  issued  by  the  Department. 

The  employment  of  full-time  students  is  permitted  at  85  percent 
of  the  minimum  wage  in  retail,  service,  agriculture,  or  institutions 
of  higher  education  under  certificates  issued  by  the  Department. 
Approximately  29,500  certificates  were  issued  to  employers  in  fiscal 
year  1980  under  which  an  estimated  495,000  full-time  students 
were  employed  at  special  minimum  wages.  Approximately  6,000  of 
the  certificates  were  issued  to  restaurants,  including  fast  food  es- 
tablishments, and  about  5,000  to  retail  variety  and  department 
stores 

As  I  have  indicated  above,  I  am  greatly  concerned  about  the 
disastrous  levels  of  youth  unemployment  in  our  society.  What  is 
needed  is  a  broad-based  youth  employment  strategy  that  will  result 
in  employers  across  the  country  in  all  industries  and  businesses 
employing  young  workers  v/ho  are  starting  their  employment  ca- 


reers. 

This  concludes  my  remarks,  Mr.  Chairman.  Thank  you  for 
asking  me  to  appear  today.  I  will  be  happy  to  answer  any  of  your 
questions  and  so  will  my  staff. 

Senator  Nickles.  Thank  you,  Mr.  Donovan.  I  have  a  couple  ot 
questions,  and  I  would  compliment  you  and  the  administration  on 
your  efforts  to  rebound  our  economy  because  I  think  that  is  cer- 
tainly the  area  where  we  are  going  to  find  more  jobs  created  for  all 
people,  regardless  of  their  age.  I  think  the  admuiistration  and 
yourself  have  taken  some  dramatic  and  very  much  needed  steps  in 
the  right  direction  to  accomplish  that  goal. 

Do  you  think,  Mr.  Secretary,  that  there  are  a  lot^of  people, 
specifically  teenagers  in  the  age  bracket  of  16  and  17  who  are 
presently  mandated  to  be  covered  by  minimum  wage  law— that  are 
being  priced  out  of  that  job  of  the  $3.35  that  is  required  today? 

Secretary  Donovan.  I  believe  that  is  so,  yes 

Senator  Nickles.  Someone  made  a  study  and  they  said  380,000, 
but  does  the  Department  have  any  estimate  of  how  many  jobs  we 
might  create  if  we  exempted,  say,  that  particular  group  from  the 
minimum  wage*^ 

Secretary  Donovan  In  the  16  to  17  age  group^ 

Senator  Nickles  Yes. 
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n^S^^^P^V^?.-  '  I'"™  "■hether  we  have  it  that 

sis  by  commissions  from  our  gSt"rnUn  fryln^dedde' 

the  minimum  wage.  That  seems  to  h^  a  fi  [      percent  of 

Is  that  opinion  shared  by  the  DOU> 

con'^Jn^rn  ^=g\^e^  SmThat^"'  '""^'^  °^  °- 
holding  hearings  oT  We  certrinlvT  n^f*  subcommittee  is 

addition  on  the  Francrs  Perkinc  R  u  "V'l"*  *°  have  to  put  an 
essary  to  regSate  th"s  ^"''^'"^  '°  ^^e  people  nec- 

^i^B"^^  the  bac.  Of  your 

un?^Ke?t°rare*?olK  -rdiS^  youth 

rmTn^trdThatsTb^nf"'^"'^^^^^^^^^^^^ 

evidence  that  it      1  hel'T;  ceTainl^'no't  f  ^^''l 

do  not  think  you  believft'hat  eifher  '  ^hi^-  and  I 

true^~ro^rtli^orcL''^  ^^^^^^  -  the 

area,  we  have  discussS  severa  %oposals  we 

= &^sLrdTn-t~^ 

prise  zones,  bringing  industry  to  the  ha;d  coi  unemplSed^' 
de^f-and  sS;r^H'°\^°'^V"  ^onversatiSn^S  the  Presi- 
New  York,  there  ar^cuUur^l^^^^  indicated  Liberty  City-offerei 
problems  there  Even  wi  h  .  P^^^.'^i^^  and  there  are  structural 
sureall  the  jo£a.;'L;e  to  bit^^^^^  m  Harlem,  I  am  not 
ed  and  tragii  issue  andT  mustT  adl'esfed  as^'eTn'^^^^^^^^^ 
more  broad,  more  comprehensive  appro^S  inc  ud  ng  o^^^ 
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block  grants  under  the  youth  programs  that  presently  exist  under 

CETA.  ,  ^ 

Senator  Nickles.  Thank  you.  I  have  no  further  questions. 

Senator  Williams?  . 

Senator-  Williams.  Thank  you,  Mr.  Chairman. 

It  appet  -s  to  me  that  we  will  be  back  here  with  you  before  we 
make  any  decisions  in  this  subcommittee  on  a  subminimum  provi- 
sion for  youth,  in  view  of  your  strong  statement  that  the  studies 
must  be  considered,  and  they  are  due  in  May,  and  then  there  will 
have  to  be  an  opportunity  to  review  those  studies  after  that.  So,  I 
will  be  rather  brief  with  my  questioning  at  thu  time,  Mr.  Secre- 
tary. ^       .    .  .  f 

Even  though  you  accept  the  concept  of  a  subminimum  wage  tor 
youth,  I  applaud  your  sound  and  thoughtful  approach  here  today. 
As  1  understand  it  you  believe  that  there  must  be  careful  consider- 
ation by  us  before  we  make  a  decision.  Is  that  accurate? 

Secretary  Donovan.  Yes,  because  there  is  a  feeling  that  unless 
we  do  something  in  a  more  comprehensive  way,  we  will  build  up 
feelings  of  hope  among  people  who  have  no  hope.  Certainly,  we  feel 
these  studies,  since  they  have  been  commissioned,  cou.d  throw 
some  light  on  what  is  a  tough  situation.  I  do  not  think  there  is 
anyone  here  who  would  disagree  that  it  is. 

I  think  there  are  many  here  who  disagree  that  our  economic 
package  offers  the  only  true  hope,  and  I  am  here  to  stress  that. 
Bu\  yes.  Senator  WUliams,  we  need  more  time  to  study  it. 

Senator  Wiluams.  All  right.  And  you  certainly  have  fully  ex- 
plored the  various  effects  of  a  subminimum  that  should  be  consid- 
ered with  your  six  points  on  page  4  of  your  statement.  I  would  like 
to  highlight  just  one;  in  point  5  you  say,  *'the  extent  to  which 
business  and  industry  will  be  induced  to  create  additional  jobs. 

I  think  it  was  very  dramatic,  as  Senator  Kennedy  pointed  out, 
that  even  with  a  full  subsidy  to  wages,  there  was  a  very  limited 
business  response.  Now,  in  this  area  of  the  subminimum  for  youth, 
what  businesses  would  be  interested? 

We  will  have  testimony  later  today  that  convenience  stores  are 
interested  in  the  subminimum  for  youth.  Some  parts  of  shopping 
center  activity  and  grocery  stores,  I  suppose,  will  be  interested.  I 
think  there  will  be  some  testimony  that  service  areas,  hotels  and 
motels,  will  be  interested. 

Now,  everybody  is  particularly  concerned  about  the  exceptionally 
high  level  of  unemployment  among  teenagers  who  arj  city-living 
minority  youth.  I  just  want  to  look  at  this  briefly  from  a  situation 
that  you  and  I  know  so  well.  In  one  of  our  major  cities,  Newark, 
there  is  terribly  high  unemployment  of  young  people. 

When  you  look  at  those  promising  areas  of  business  that  a  wage 
subminimum  would  have  appeal  to,  those  business  areas  do  not 
exist  in  any  degree  in  Newark.  We  know  where  the  convenience 
stores  are;  they  are  vay  out  there  in  the  suburbs.  So  far  as  hotels 
and  motels  are  concerned— there  is  no  hotel  remaining  in  Newark. 
Secretary  Donovan.  That  is  correct. 

Senator  Williams.  In  our  context,  they  are  out  Morristown  way 
or  Paramus  way;  you  know  that.  I  just  want  to  impress  the  fact 
that  if  we  put  that  subminimum  in  for  that  target  group  that  we 
are  most  concerned  about— teenagers  and  minorities  in  cities,  this 
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would  be  a  meaningless  gesture  toward  these  unemployment  prob- 

bu?ifTe"eAac?rsubSum^T^^^      of  a  subn.inin.um  wage. 
Ployment  are  not  going  to  be  reSd  tTu^"°T  °^ 
degree.  Again,  we  com!  back  to  Senator  kIL°V^  significant 
the  demonstration  projects  where  hni,°n  ^^""^^y  s  description  of 
fu   subsidy  for  youth  eSyment  '^it  ^^^^  the 

will  have  to  consider    '"P'^^'^^^t.  These  are  the  problems  that  we 

f^^u:^^ki:^f^^^^i^  r''^-'  are 

that  we  are  most  concern^  about-citv^^^^^^^^  ''^'^ 
.  Secretary  Donovan.  I  do  agree  anH  th^        §  minority  youth? 
sive  approach  has  to  be  take^Tf  we  ^  J  cf  "  comprehen- 
ful  move  in  that  area  ^"^^  to  make  a  meaning- 

I  rpl'nn^i'^l'^Fn^n:^^^^^^^  S-ator  Kennedy  and 

and  how  it  has  lagged  beh  nd  the  inTt  wage  itself 

•s  a  bill  here  that  wll^^im  Sat^fhe  m  n^^'  considerably,  there 
for  persons  under  age  18  WhTis  v",- %  altogether 
approach  on  minimum  wage'        ^  ^°  that  kind  of  an 

&crrYe^  ^''■'"'"^^^ 

Secretary  Donovan.  I  am  against  it 

the  mimmim  wage  S„  d  L  dJ?.„T/^^?."?"''"•  *e  inSreases  in 
«.  like  it  has  eroded  tou?  ,„„m,  '""s''™  l^s  eroded 

of  the  problem^SnaS  Sn  "l^orck  ^^",1"^  " 
fmm.  and  it  is  designed  to  do  tat  fhat  Tr  i        •^"siJenfj  p,o. 

a.^ SeX"ub"e  SiS'S  '^f^^"" 

•ng  the  wheel,  so  to  sopak  L      ''^^'l"^'}tly  criticized  for  reinvent 

would  agree  wuVmXt  we  woSnkfto''^  Ti''  '  '^^'"'^ 
approach.  ^  '■'^e  to  avoid  that  jort  of  an 

Secretary  Donovan.  Yes 
sion  "of  ?;e"lS"  Zn'll  ^u^^^^  -w,  since  the  Great  Depres- 

the  public  sector  S  prolidfnrwVJ'on"'".^"^  '^""'^^™ 
people.  One  would  assumrthat  tk^  work  opportunities  for  young 
ment  of  Labor  has  deSped  a  coSr'u''  De^a^t^ 
on  these  questions:  what  causervo^th^  n  "'^Pf^'^"  ^h is  area 
any  hing,  can  or  ought  to  S  donP  ahi...  •?^'"E'°y.'"^"t;  what,  if 
really  a  problem,  and  f  so  for  whom  1'^;  "°t  it  is 

tned;  which  ones  have  been  successful  PJT^^^s  have  been 

and  why  successful  and  which  ones  have  not 
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failures  when  formulating  current  policy  options  As  you  kfow- Mr 
Secretary,  there  is  an  historical  office  within  the  Department  of 
LaS Tunderstand  that  you  are  a  new  ^cretary  of  Labor  so  i  is 
unlikely  that  you  would  know  about  all  of  these  aspects  of  the 
Etepartment  of  Labor  at  this  point  and  you  will  have  to  get  into 

%ut  if  you  do  know,  how  are  the  services  of  that  office,  of  Dr 
Jonathan  Grossman  and  his  staff,  utilized  in  the  development  of 

^S^Setary  Donovan.  As  far  as  the  historical  causes  for  youth 
unemployment? 
Senator  Hatch.  Yes. 

Secretary  Donovan.  Craig,  can  you  address  that.' 

Mr  Berrington.  Well,  Dr.  Grossman's  primary  responsibility,  as 
I  understand  i^  is  to  be  a  chronicler  of  the  Labor  Department  s 
history  and  his  book  has  been  widely  read  by  people  interested  in 
labor  history  and  in  labor  issues  in  the  Department  as  well  as  out. 

Snator  Hatch  Right.  Over  the  years,  as  the  Department  has 
dev^Sed  new  p^ogSs  and  abandoned  others,  has  there  been  any 
systematic  effort  at  an  historical  evaluation  of  each  of  these  efforts, 
and  what  is  the  current  Department  policy  in  this  area.' 

Mr  Berrington.  There  is  continuing  evaluation  of  various  em- 
nlnvment  and  training  programs.  A  thorough  one  is  being  under- 
tS  nght  now  with  the  Effort  to  move  the  CETA  program  into 
emphasis  in  private  sector  employment  and  traming. 

Senator  Hatch.  There  are  all  kinds  of  studies  and  all  kinds  of 
work  in  this  area,  is  that  right?  .  .  ,. 

Mr.  Berrington.  There  are  substantial  studies  over  the  years, 

"senator  Hatch.  For  50  years,  the  Federal  Government  has  spent 
considerable  sums  and  countless  staff  hours  for  a  variety  of  youth 
rmployment  programs,  from  the  New  Deal  era  Civiian  Conserva- 
tion Corps  through  the  kaleidoscope  of  programs  in  the  I960  s  and 

^^Now  I  think  it  would  be  useful  for  the  committee  broadly-at 
least  for  this  Committee  on  Labor  and  Human  Resources  and  to 
the  several  subcommittees-to  have  a  careful  analytical  inventory 

°^CouW  th?Deplrtment  provide  an  inventory  or  a  f -^"Jf /  "J,^" 
analysis,  or  all  three,  of  the  youth  employment  efforts  of  the  teder- 
arGovemmert  since  the  commencement  of  the  Roosevelt  adminis- 
tration? 

Secretary  Donovan.  Yes,  I  presume  we  can. 

Senator  Hatch.  What  I  have  in  mind  is  rather  speciHc:  a  series 
of  brief  papers-we  do  not  want  volumes  of  work-which  would 
Sclude  among  other  things,  the  following:  One,  an  historical 
sketch  of  the  origins  of  the  particular  program,  why  it  was  institut- 
ed the  views  of  the  Congress  and  the  Department,  how  it.evolved 
and  how  it  was  finally  terminated;  two,  a  policy  analysis  of  the 
program,  its  strengths,  its  weaknesses  how  successful  or  unsuccess- 
ful it  may  have  been,  and  I  would  think  that  an  analysis  of  the 
programs  that  failed  may  be  equally  as  important  as  the^^n^ly^is 
Sf  programs  which  ha>-e  succeeded;  No.  8  an  economical  statistical 
review  of  each  program,  how  m^ny  people  were  involved  both  in  a 
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managerial  or  supervisory  capacity  and  as  program  narticin'.nts- 
was  the  program  cost  effective  and.'as  nearly  rSe^arde  ermrne 
N^JTI       ''°"T/  ^"'P'oyn^ent  impact  of  the  program 
Now.  I  assume,  Mr.  Secretary,  that  the  Department  does  not 
operate  in  an  historical  vacuum  and  that  thrdata  anfrvcic 

noti  ^  l'"'          ^^f"""^  -^^''^  be  rJSdily  avatble  to  'u 
policymakers  And  in  providing  information  to  the  Congress  tSe 

^pTr[Ll?;:.SSur''  of  synthes&  tt 

I  would  suspect  that  the  historical  office  at  the  Department  for 

the'^LSTnTj^u  ie^'^rrea^g'oirg  LS'^rve^ar^t^^^T  ^"'^ 
going  back  to  the  Roosevelfe^lS  Ke^rrs  mi  aX  ^opSi 
cated  studies  that  would  be  available  similarly  sophisti- 

Senator  Hatch.  Well,  even  over  the  last  20  vears  th^t  u 
very  helpful,  because  I  noticed  that  in  a  recent'study  ly'or  WaltS 

r^Sii^g-tEM^^^^^ 

^^ni.;^^  be  v^ery^  he^ 

Senator  Williams.  Would  the  Senator  yield-? 
Senator  Hatch.  Yes. 

Senator  Williams.  You  know,  some  oO-year-old  history  is  hpin.. 
s"  i;l?K^ih^e'?C^JS'^H'T  ^""'^^^'^^^  of  the  CiSian'j  n' 

"ttyTotvArT-^^^^^^^^^^  ■ 
hi?"^*"'.  Williams  He  used  to  give  me  testimony  everytime  I  met 
sa^  t  hea   fh^'T"^  '°        and  his  life;  it  made  him  he 

ConsS:^i:L"n'Sst^^^^^^  ^"^^^^^'"^  ^^^^  -  have  the  Civili..„ 
Senator  Williams.  Let  us  listen  to  them.  At  our  next  hearing. 

Ss.  v^»^cK:.i:       s  IS 
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Senator  Hatch.  Thank  you.  Senator  Williams,  that  is  a  good 

suggestion.  .         .     ,  u,  uu 

There  have  been  reports  by  national  commissions,  blue  ribbon 
panels,  and  various  assorted  task  forces.  The  Department  has 
funded  an  impressive  array  of  scholarly  studies  in  the  manpower 
field  and  has  worked  closely  with  manpower  and  employment 
training  institutes  associated  with  universities  and  State  and  local 
government  units. 

There  have  been  extended  statistical  projects  which  have  been 
largely  publicly  funded.  These  various  projects  have  not  been  inex- 
pensive. 

Maybe  I  could  ask  your  aide,  Mr.  Secretary,  what  has  become  of 
50  years  of  scholarly  and  professional  research  dealing  with  youth 
and  adult  employment  and  unemployment?  Is  there  not  a  vast 
array  of  knowledge  materials,  statistics  and  scholarly  papers  of  all 
kinds  of  commissions,  and  so  forth,  on  this  problem  that  needs  to 
be  solved? 

Secretary  Donovan.  I  am  sure  there  are.  Senator,  but  the  demo- 
graphics have  changed,  with  movement  from  farms  into  cities  and 
the  structurally  unemployed  in  the  inner  cities.  I  am  sure  it  would 
throw  some  light  on  the  situation,  but  the  further  back  we  go  on 
some  of  those  studies,  I  would  presume,  the  less  education  we 
would  get  from  them. 

Senator  Hatch.  Well,  Mr.  Secretary,  in  1970  the  Bureau  of  Labor 
Statistics  released  a  collection  of  essays  entitled  **Youth  Unemploy- 
ment and  Minimum  Wages";  that  is  bulletin  number  1657.  Both 
before  that  time  and  since,  there  have  been  many  contract  studies 
performed  for  the  Department  specifically  on  the  subject  of  mini- 
mum wages  and  their  impact. 

Now,  in  preparing  the  inventory  that  you  have  just  indicated  you 
will  be  happy  to  provide  this  committee  on  this  very  important 
problem,  would  you  have  your  staff  take  special  note  of  such  mini- 
mum wage-related  studies,  including  that  bulletin  and  all  of  these 
other  commissions,  and  so  forth? 

Secretary  Donovan.  Yes,  we  will. 

Senator  Hatch.  All  right.  We  would  like  an  inventory  of  youth 
employment  and  unemployment-related  studies  conducted  by  or  for 
the  Department  since  the  commencement  of  the  New  Deal.  Could 
we  have  that  provided  to  the  committee?  I  think  you  will  find,  Mr. 
Secretary,  that  it  is  a  rather  long  list. 

Secretary  Donovan.  Yes,  we  will.  Senator. 

Senator  Ha^-ch.  Thank  you.  Would  you  include  in  that  inventory 
a  brief  summary  of  not  more  than  a  page— we  do  not  want  to 
overburden  you—of  the  focus,  content,  and  general  conclusions  of 
each  of  these  studies,  together  with  an  indication  of  by  whom  the 
study  was  made?  Can  you  do  that  for  us? 

Secretary  Donovan.  Yes. 

Senator  Hatch.  Normally,  an  executive  summary  is  provided  of 
each  contract  study,  so  this  ought  to  be  more  a  question  of  compila- 
tion than  of  original  analysis. 

New,  one  rationale  for  a  subminimum  wage  or  a  youth  differen- 
tial is  that  it  will  allow  employers  to  take  a  chance  on  less  skilled 
and  less  disciplined  workers  to  be  compensated  in  part  for  the 
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Now,  what  percentage  of  the  work  force  currently  i«  madp  nn  of 
^Mr"  B^R^L^^T'^f''?  have  that  a/ hand?  "'^ 

prollde  that  '^^^^  -^^^  me;  we  can 

Senator  Hatch.  You  will  provide  that  for  us'' 

Mr.  Berrington.  Yes.  Of  the  nonsupervisory  employees  subject 
to  the  subminimum  wage,  5,555  000  are  nsiiA  U         u  ^""J®" 

Senator  Rat^u  iiru  f  are  paia  5>d.do  an  hour  or  ess. 

tsenator  Hatch.  Keep  in  mind  that  we  are  talking  ahn„t  ,r,ini 
mum  wage  workers  and  minimum  wage  work  and  we  are  no; 

I  would  like  you  to  compare  the  worker  who  is  under  19  with  thp 
mmunum  wage  worker  who  is  over  19.  Could  we  have  those  flj 

Mr.  Berrington.  Yes,  we  can  do  that 

Senator  Hatch.  I  think  that  would  be  important  I  wonlH  Hi,« 
^nH  '.k'""/'"!'''  t°  the  extent  you  can  with  Z  SrialsTi  ha^e 
and  the  studies  that  have  been  done,  their  work  attftudes 

Mr.  Berrington.  We  can.  However,  the  judgmental  aspects  of 
that  question  are  more  difficult  for  us  to  provl^  than  th^  pure 

[The  following  was  supplied  for  the  record:] 
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^     ^        ^       ^      ir  ^ 

Chapter  2: 
The  Nature 
of  the  Problem 

High  iiiifmploymeni  among  the  naiion-s  vo.mI,  i  i 
(i%«-1978).  unemployment!  : 

liavc  itvnaged  12  Derccni   frinl.  .1    /  ^   y«";irs  of 

workers,  aged  251™.;  ?    '  "'^l- 

avc.aeinL/2-/r  ""'^'"P'°y'"'^"'  '•■»«  have  been  s.ill  I,,.),,, 
aviiaging       percent  among  nonwhiies  ^n,!  17 

n.span,cs  (data  for  the  latter  gronp7ov     ,,e  I  s  fir'"""'  T"' 
-'^'■"«'".  tl.c  nonwh.te  unemploym^t   a  e      '  '^^^^ 
..|>ward  trend  over  the  decade.  w.tlTh    e   u  t    ,  '  ^"'""^ 

white  yo.ith.  i'"P'o>Munt  latcs  (,l  noimlni,-  .,,,,1 

Although  unemployment  has  been  high  among  ynun^  l-.ho,  f 

e...,.loy„l  „as  (all™,'';;"";,;"'  <^^'"'"""'  - 

1  his  hi  ief  review  of  the  data  sueeesis  that  fi,„„ 
which  need  to  be  answered;  <lnce ,„us„„ns 

(1)  Why  IS  youth  unemployment  higher  tban  adult  ui.nnploy- 
hX'"and'r''''  'T'  ""^'"P'°y"-H  ...t.,  su  mu.h 

!:Kt"of;t;t..i7^^^^^^^^       — • 

(3)  VVhy  have  gap,  l^.ween  ihe  expeneiucs  „(  mmuritv  .,,,1 
other  youth  widened  over  time?  ■ 
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This  chapter  examines  what  is  known  about  youth  labor  markets 
and.  in  the  process^  attempts  to  shed  some  light  on  these  thr  • 
questions.  The  first  section  describes  the  dimensions  of  the  problei 
in  greater  detail.  The  second  section  ex  nines  its  causes. 


A.  The  Dimensions  of  the  Problem 

1.  Indicators  of  Success  and  Failure 

Many  have  argued  that  unemployment  rates  understate  the  extent  of 
youth's  labor  market  problems  because  these  statistics  do  not  reflect 
the  substantial  proportion  of  youth  who  have  become  discouraged 
and  dropped  out  of  the  labor  force  entirely.*  Others  have  argued  ihat 
the  conventional  employment  and  unemployment  statistics  exag- 
gerate their  problems.^  They  point  out  that  by  mcludnig  many  youth 
whose  primary  activity  is  atf^nding  school  and  who  are  only  inter- 
ested in  part-time  work,  the  conventional  statistics  are  misleading.' 
Furthermore,  many  young  people  are  unemployed  because  they  are 
m  the  process  of  explormg  the  market  as  they  move  from  school  to 
work  or  from  one  job  to  another  before  settling  down  into  a  more 
permanent  position.^  It  is  often  observed  that  much  yo'uh 
unemployment  is  relatively  short  term  and  thus  may  not  create 
substantial  economic  hardship.  On  the  other  hand,  recent  studies 
suggest  that  a  rather  high  proportion  of  all  youth  unemployment  is 
due  to  a  relatively  small  number  of  young  people  who  experience 
lengthy  spells  of  unemployment.^ 

i  Persons  who  arc  noi  acuvely  scfking  work  because  they  believe  ihey  cannoi  gel  a  job 
berause  no  jobs  are  availableor  because  they  tecl  some  personal  factor  would  P»<^lu^f 
iheir  findmg  work  are  considered  '  discouraged  workers.  '  rather  than  unemployed.  In 
1978  250.000  of  the  850.00  discouraged  workers  estimated  in  the  Cnrreni  Population 
Survey  were  between  the  ages  of  I6and  24.  If  they  had  been  counted  as  unemployed,  the 
youth  unemployment  rate  would  have  been  increased  from  12  2  percent  to  13.1  percem. 

«For  example,  sec  Michael  Wachter,  '  The  Dimensions  and  Complexities  ol  the 
Youth  Unemployment  Problem/'  in  Youth  Employment  and  Publtc  Policy  edited  by 
Bernard  Anderson  and  Isabel  Sawhill  (New  York.  Prentice-Hall  1980). 

»In  1978  68  percem  cf  the  labor  force  participants  ages  16-17  were  volunurily 
employed  jiar  t  time  (less  than  35  hours  per  week)  or  seeking  part^iime  work,  29  percent 
of  ilK-pdriiri|wntsdgcs  18-19 were pari-time.anU  i3|x'r(Ciitof  the partuMwiiisdgrs^O^ 

24  wer-  pari-nme.  Wiihin  each  age  group,  the  unemployment  rates  of  the  part-time 
and  full-time  lab«^r  force  were  similar 

Mn  1978  71  percentof  iheuriemplo  cd  teenagers  were  new  eniranis  or  reeniranis  into 
the  labor  force;  10  ix-rcent  had  quit  their  last  job.  and  19  percent  had  lost  their  last  job 
Among  unemployed  adults,  only  35  percent  were  (re)entrants;  1 5  percent  had  quit,  and 

49  percent  had  Uni  their  last  job  r  .        .     r  i  « 

>For  example.  H  was  estimated  that  in  |974. 54  percent  of  the  wecksof  unemploynienl 
among  out^of-school  young  men  were  experienced  by  youth  unemployed  for  more 
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Figure  M 

iS'pvIi^^^^^  Ratts  (LFPR):  Employment  to  Population 

I  Adults,  Total,  White,  Nonwhite,  and  Hispanic,  19681978 


Otder  Adults  (25  54) 


White  Young  Adults 
Young  Adults  (16  24) 

Hispanic  Young 
Adults 

Nonwhite  Younn 
Adults 


Older  Adults  (25  54) 


White  Young  Adults 
Young  Adults  (16-24) 


H  spanic  Young 
X  AJults 


Nonwhite  Young 
Adults 


Nonwhite  Young 
Adults 


Hispanic  Young 
Adults 

Young  Aduils  (16  24) 
White  Young  Adults 


Older  Aduiis  (25  *j4) 


ERIC 


MJ 


4^ 


36 


Each  of  these  criucisms  of  the  statistics  has  some  merit. ^  Clearly, 
some  unemployment  is  endemic  to  the  school-to-work  transition,  but 
IS  unlikely  lo  be  of  serious  consequence.  On  the  other  hand,  some 
unemployed  youth  do  become  discouraged  and  leave  the  labor  force 
and  some  have  real  difficulty  finding  work  and  remain  unemployed 
for  long  periods  of  time.  Thus,  on  an  individual  level,  some  young 
people  make  the  transition  lo  the  stable  work  patterns  of  adulthood 
quite  successfully,  while  others  encounter  problems  Moreover,  these 
problems  may  impede  success  in  later  years.  These  longer-term 
consequences  are  discussed  in  Chapter  3. 

h  is  useful  to  attempt  to  identify  those  groups  for  whom  the 
transition  years  are  problematic.  The  evidence  presented  below 
suggests  that  women,  minorities,  high  school  dropouts  and  youth 
from  low-income  families  are  among  the  groups  that  are  most  likely 
to  have  problems  with  the  transition  from  school  to  work.  We 
compare  their  experiences  to  those  of  all  young  men  in  the  post  high 
school  years.  Of  course,  this  is  a  very  aggregate  comparison.  Within 
CiUh  subgroup  ihcic  arc  uidividuals  whose  experiences  ina\  be 
considcied  successful,  and  othcis  for  whom  the  transition  vcais  au* 
unsuccessful.  Moreover,  some  youth  ma>  face  multiple difli(  uliies  as 
they  enter  liic  labor  market 

When  evaluating  the  labor  market  problems  of  these  groups,  we  go 
beyond  a  simple  inspection  of  unemployment  rates.  We  also 
considered  the  extent  and  stability  of  employment  as  well  as  young 
people's  involvement  in  competing  activities,  such  as  schooling  and 
the  military.  Youth,  more  than  adults,  are  likely  to  be  engaged  in  one 
of  these  activities,  and  focusing  on  labor  force  experiences  alone 
would  be  misleading.  Moreover,  these  experiences  outside  of  the 

ihan  SIX  monihs.  Tins  group  constmaed  only  8  perrrni  oi  the  labor  (orcc  o{  ihe  age 
group.  (Krni  Clark  and  Lawrence  Summers,  "The  Dynamits  of  Vouih  Tnemploy- 
mcni."  jwpcr  presented  to  the  Natiojial  Bureau  of  Economic  Researcli  C/)M{eren(e<>n 
Youth  Unemployment.  Airlie.  Virginia.  May  1979.) 

•An  additional  possible  problem  with  the  suiistics  relates  to  the  wa>  in  which  the 
data  are  collected.  In  the  Current  Population  Survey,  the  parents  (typically  the  mother) 
are  asked  about  the  child's  labor  force  activities,  the  child  is  not  asketl  directly  A 
comparison  of  results  from  the  CPS  with  those  from  the  National  Uingitudinal 
Surveys  (in  which  youth  report  their  Own  activities)  indicates  that  the  extent  to  wIik  h 
young  men  are  working  and  young  women  are  looking  for  work,  may  be  uiulcrcsn- 
mat<d  in  the  CPS  See  Michael  Boruseial  .  "C/>iintmg  Youth  A  Comparison  of  Youth 
l^bor  Force  Statistics  m  the  C.urrent  Population  Survey  and  the  National  Uingiiudi- 
nal  Surveys,"  m  U  S  Ocpartment  of  L.ibor.  tnnjerence  Report  on  Youth  1  nrmplny- 
ment  Its  Meauirrmeftt  and  Mramnt^  (Washington.  0  C  V  S.  Department  of  Uilxir. 
1978).  also  Richard  Freeman  and  lames  Medoff,  "VVh>  ticx-s  the  Youth  l^lx>r  F(»rce 
.\(Uvtiv  Dillci  A(  ross  Sul\^  vs'  p.ijx  i  s(  n((  <1  toilu  N.iiion.il  Hum  .ai  ol  1  (oiummh 
Rcsrarch  Cx^nfcreiice  on  Youth  Unemplovment.  Airlie.  Virginia.  May  1979 
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d  K),  market  ,nay  Ix-  .mpo.ta.u  because  ol  tl.e..  .nfl.un.r  mr,  tl.. 
mure  course  o  young  people  s  l.ves.  For  example,  then-  .s ulnuc 

at  addu.onal  years  of  scluK,lu>g  contribute  to.  while 
pregnancy  impedes,  success  in  later  years. 

Finally, weexamine the labormarketexperlencesu^^ou.l,lK.ll,.H  . 
pcmit  in  t.me  and  over  tune.  This  is  impoi.ant  suu..  voun.  p.„„,. 

m  the  paths  they  begin  to  follow  as  they  gam  expennu...  At  ,1... 
beginning  of  their  careers,  variations  between  ,.oups  mav  apiK-.n 
largely  in  the  form  of  unemployment  rates  and  o.hn  me.isu  .s  „i 
employment  stability;  fewer  differences  may  be  lound  m  ,1.,.  wa..  s 
they  earn  in  their  entry-level  jobs.  Howevei.  ove.  tune  vai.ations 
•.long  all  o  tlu-se  labor  ma.ket  dimensions  may  nun^r.  s.-mk 

rridui.  J'  r^"''  '>'gher-,>aying  jobs  assoc.au-.l 

with  adult  work  roles  whileothers  may  have  difficulty  knatingsu.  b 

market  succe.ss  as  earnings  growth  and  occupa     ,al  upg.ading. 

2.  The  Ubor  Market  Experiences  of  Youth:  Main.s.ream  Patterns 

Tfie  years  iK-tween  ages  16  and  24  are  often  termed  the  •„ansnu,n 
period.  Schooling  is  replaced  with  job  search  and  (ull-tnne 
employ  men  t;  parents  cease  to  be  a  primary  source  of  incomr  as  ou  n 
households  lH>gin  to  1^  formed.  And.  within  the  labor  f,„„-  y,,,,,,. 
people  move  from  their  first  entry-level  jobs  to  mo.e  prnna.ie,,, 

P<.M....ns  uhun  u.ll  Ik-  luld  |,„  sm  .al  yea.s,  oi  p„ss,l,K  |,|,.  

^oI  "rt)st  youth,  this  transition  period  IS  successful.  I5y  a.i<c  l'2-2 1  H", 
percent  of  all  young  j.eople  have  graduated  from  high  s(  hool  ami  of 

ll.<  s^.  20  pru  eni  iKue  u.inplr.rd  n.llege.  J  Ins  la.u,  .:;.,,upol .  ,,ll, 

''"-'V  ''V  ''-'^'"K  MH<H  a.Mal  >.   ns  on  e.l..,  ..imn  |,.,s 

loiiu((l  ,1  solid  Imsc  foi  111,'  siaii  ol  .uliili  life. 

Among  those  who  do  not  attend  college,  virtualh  all  >o„ng  ,„,.n 
aie  employed  some  part  of  then  first  year  afte.  leax.i.^.  s,  li.x^l  .,s  udi 
as  some  p;,rt  of  the  ensuing  years  (Tables  21  d.ioutjh  2--))  M,„r 
iinporta...  fo.  them  is  the  mceasing  stabil  ty  of  ihat'n.iploMm,,, 

Between  ,l,eagesofl8andl9,.heyaverageabout'10-.veeks„fuo,kpr, 
year  and  their  unemploymeni  rate  is  above  that  of  tl,.'  n..ii..n  is  , 
whoie  Howexer.  by  age  22-21  .hey  a.e  averaginK  a-nos,  luU-u-.u 
employment  (.J6  weeks)  and  the.r  unemployment  .ate  is  bel.m  ilu.ot 
the  nation.' 

'Ill  (),ioU-,  lOTK  the  iinnnplov,,,,.,,  ,.  Un  IH-IM  vr,„  „l,l  ,„,!.•  I,„-I, 
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Table  2-1 

Exptritnces  of  Malt  and  Female  Youth 


Mtn 

Wrnun 

EipirlMCt  Indlcitir 

16-17 

18-10 

2224 

18-17  16-19 

22  24 

All  EducatlontI  Cateoorlei 

Unampioyed  as  a  Percent  of 
the  Labor  Force.  1978> 

190 

123 

67 

17.2     14  7 

80 

Employed  as  Percent  of  the  Ctvihan, 
Nomnstitutional  Population.  1978* 

399 

624 

837 

373  515 

65.9 

Employed.  Enrolled  or  in  the  Military 
as  Percent  of  the  Population.  1978* 

936 

90.0 

903 

93.1     77  2 

708 

Percent  of  Those  Aged  X  in  1977 
Who  Mad  Completi?d  Hiyh  School^ 

44 

691 

844 

7  0  76.6 

842 

Percent  of  the  Civilian.  Nomnstitutional 
Population  Enrolled  in  College* 

352 

19.2 

-  362 

132 

Nonceiltge  Y«rtli 

Average  Weeks  Worked  Per  Year  of 
Those  16-17  in  1966^(1968  for  Women) 
and  As  They  AgeO« 

28.6 

2526 

396 

456 

2526 
21  8  283 

381 

Hourly  Rate  of  Pay  (in  1978  Constant 
Dollars)  of  Those  Who  Were  16-17  in 
1966  (1968  for  Women)  and  As 
They  Age^ 

287 

433 

6.31 

2  09    3  04 

384 

Percent  Increase  »n  Average  Hourly 
Rate  of  Pay  from  18-19  to 

459 

264 

'  SOUKCi  Currant  Population  Survty.  Octobor  1978 

^  SOURCE  National  longitudinal  Survtys.  unpublished  data  (all  NlS  unpublished  data  shown  in  this  chapter  were 

providod  with  the  assisunce  of  Tura  Sisele  under  a  NCEP  research  contrut  to  Stanley  Stephenson) 
^  SOUftCC:  Currant  Populaiien  Survey  Ser let  P'20  No,  333.  February  1979 
^  Bate  it  ell  those  who  worked  one  or  more  weeks  dunno  that  year 


In  these  first  years  after  leaving  high  school^  some  upward 
movement  in  occupational  status  begins.  Most  young  men  start  their 
careers  by  working  as  unskilled  laborers  or  operatives,  or  by  entering 
the  military.  But  by  their  early  twenties,  many  have  already  moved 

national  unf  mploymrni  raic  was  6.7  percent.  See  U.S.  Department  of  Labor,  Bureau  of 
Labor  Sutistics,  "Students,  Graduates  and  Dropouts  in  the  Labor  Market,  1978.  ' 
Special  Report  No,  215  (Washington.  D  C:  U.S,  Department  of  Labor,  forthcoming), 

42 
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Table  2-2 

Experiences  of  Minority  Youth  by  Sex 


MEN 

WOMEN 

Whites 

Blacks 

HIspanics 

Whites 

lucks 

HIspifllcs 

Eiptritnci  IfldlcaSor 

18- 
17 

18- 
19 

22- 
24 

18- 
17 

16- 
19 

22- 
24 

16-    18-  22- 
17    19  24 

18-  18- 
17  19 

22- 
24 

16- 
17 

IB- 
IS 

22 
24 

18-    18-  ZZ 
17     19  24 

All  Educational  Catigorlu 

Average  Annual  Unemployment 
Rate.  1978* 

169 

108 

76 

400 

308 

200 

272  138  93 
18-1 9*  20-24* 

17  1  124 

83 

41  7 

365 

213 

30  3  166  131 
18-19^  20-24* 

Employed  as  a  Percentage  of  the  Civilian. 
Nonmstituttonal  Population.  1978° 

439 

662 

855 

163 

406 

714 

461  81.6 

41  6  555 

679 

13  7 

285 

521 

34  7  508 

Employed.  Enrolled,  or  in  the  Military 
as  a  Percent  of  the  Population^ 

938 

917 

919 

92  1 

79  2 

79  0 

N/A  N/A  N/A 

93  5  79  6 

724 

908 

62  5 

600 

N/A  N/A  N/A 

Percent  of  Those  Aged  X  in  1977  Who 
Had  Compieied  High  School <i) 

44 

72  8 

850 

37 

43  8 

775 

30  458  71  4 

7  2  786 

861 

58 

644 

719 

4  8  54  9  52  4 

Percent  of  Civilian  Nomnstitutional 
Population  Enrolled  in  Coliegeb 

37  5 

189 

181 

17  8 

-    22  5  136 

-  368 

13  0 

31  1 

119 

-     52  57 

Er|c  '  4G 


Table  2-2,  continued 


Sxp«ritflci  Indicator 

MEN 

WOMEN 

Whites 

Blicki 

Hlipania 

Whitei 

Blacks 

HIspanics 

16-    16.  22- 
17     19  24 

16-    16-  22- 
17     19  24 

18-    16.  22- 
17     19  24 

16.    16.  22 
17     19  24 

16.    16.  22 
17     19  24 

16.    16.  22 
17     19  24 

Mver age  Weeks  Worked  Per  Year  of  Those 
16-17  in  1966  (1968  fof  Women) 
and  As  They  AgeC* 

Hourly  Rate  of  Pay  (1978  Constant  Dollars) 
of  Those  Who  were  16  to  17  m  1966  (1968 
for  Women)  and  As  They  AgeC 

Percent  Increase  in  Average  Hourly 
Rate  of  Pay  From  18-19  to  25-26  c 


Noncollsge  Youth 


2S-28 

29  9  41  9  47  0 
2S-26 

2  97  4  60  6  98 


511 


25-26 

25  3  34  3  42  8 
25-26 

257  3  73  4  79 


28  2 


N/A  N/A  N/A 
N/A  N/A  N/A 
N/A 


25-26 

23  9  30  0  37  3 
25-26 

207  304  401 


319 


25-26 

18  1  24  8  394 
25-26 

2  11  306  354 


159 


N/A  N/A  N/A 
N/A  N/A  N/A 
N/A 


*  SOURCE  US  Bureau  of  labor  Sfilrslics  Employment anH Earnmgs  Vol  26  No  1  January  1979 

SOURCE  Current  Populalton  Survey.  October  1978 
^  SOURCE  National  longiludmal  Surveys,  unpublished  data 

^  SOURCE  US  Bureau  Of  Census  School  EnroHmenl-Social  and  Econom.c  Characteristics  of  Students.  Series  P-20  No  333  February  1979 
^  Base  IS  all  those  who  worked  one  Of  more  weeks 
SOURCE  Monthly  Labor  Review  December  «978 
N/A  -  Not  available 
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Table  2-3 

Experiences  of  High  School  Dropouts  and  Graduates  by  Sex 


Ixperlencs  Indicator 

MEN 

WOMEN 

High  School 
Grtduati 
Ko  Colligi 

Nongraduati 

Not  Enrollfd 

Nigh  School 
Graduiti 
No  Colligi 

Nongraduati 
Not  Enrolled 

10-      18^  22 
17      19  24 

16-      18-  22- 
17       19  24 

10-      IS  22 
17      19  24 

16  18  22 

17  19  24 

Unemployed  as  a  PercenI  of  the  Labor  Force,  1978' 
Employed  as  a  Percent  of  the  Civilian. 

NOIHoSlHUllOnal  rOpuliUOn  l^/o* 

Average  Weeks  Worked  Per  Year  of  Those  16-17  m  1966 
(1968  for  Women)  and  As  They  Age  be 

Hourly  Rate  of  Pay  (in  1978  Dollars)  of  Those  Who  Were 
16-17  in  1966  (1968  for  Women)  and  As  They  Agct) 

Percent  increase  m  Average  Hourly  Rate  of  Pay  from  18-19 
to  25-26  b 

N/A      88  56 

74  0     85  9  914 
2S-25 

419     392  469 
25  20 

287     445  684 

53  6 

34  5     17  0     12  4 

45  4     731  796 
25-26 

34  3    40  4     43  2 
25-26 

287     4  09  521 
27  3 

13  2     13  9      7  0 

745    689  723 
25-20 

22  9    30  3    40  9 
25-26 

2  07     3  16    4  07 
28  7 

32  4     23  4  197 

34  2    38  4     36  8 
25-20 

18  6     22  4     29  8 
25-20 

209     265     3  19 
198 

*  SOURCF  Cuff^    P-JU'ilion  Survey  Octot;«»f  1978 

^  Base  '^1  I'l  ihy^'*  *  j        1  one  or  Tiofe  *e«'is  Jj'  "tj  'He  ftit 
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into  professional  or  managerial  occupations  or  into  the  skilled 
CTafts.* 

Finally,  as  a  result  of  both  the  progression  of  occupational  status 
and  the  gains  which  acaue  from  work  experience,  the  real  (inflation- 
adjusted)  earnings  of  young  men  who  do  not  go  on  to  college  rise  by 
about  46  percent  in  their  first  seven  years  after  leaving  school. 

3.  The  Labor  Mr'ket  Experiences  of  Youth:  Other  Patterns 
Women 

The  problems  that  women  encounter  during  the  transition  years 
begin  appearing  in  the  statistics  at  around  age  18.  (See  Tables  2-1—2- 
3.)  Before  that  age,  ihey  are  just  as  likely  as  men  to  be  enrolled  in 
school  or  employed.  Also,  women  are  much  more  likely  than  men  to 
be  high  school  graduates  by  theageof  18  or  19althougn  men  catch  up 
to  them  in  educational  attainment  at  a  later  age. 

Within  the  labor  force,  women  have  somewhat  more  difficulty 
finding  work  than  men.  Both  at  ages  18-19  as  well  as  at  ages  22-24  the 
proportion  of  unemployed  women  is  greater  than  that  of  men  within 
each  race  (or  ethnic)  group  and  among  high  school  graduates  and 
nongraduates  alike. 

But  the  greatest  problem  women  experience  is  with  the  wages  they 
earn.  In  particular,  noncollege  women  begin  their  work  career 
receiving  hourly  wages  that  are  about  75  percent  that  of  men  and  over 
time  this  wage  gap  grows;  when  they  are  25-26  these  women  are 
earning  only  61  percent  as  much  as  men. 

Part  of  the  wage  differential  may  reflect  woi  len'^  lative  lack  of 
experience.  After  leaving  high  school  women  work  fewer  weeks  per 
year  than  men.  Further,  the  proportion  of  women  who  are  employed 
declines  over  the  transition  years  due  mainly  to  their  increasing 
family  responsibilities.  But  another  part  of  the  wage  differential  is 
due  to  the  differing  occupational  distributions  of  men  and  women. 
Women  begin  their  work  careers  inadifferentsetof  occupations  than 
men  and  as  they  age,  men  experience  greater  occupational  upgrading 
than  women.' 

•About  50  pwrccni  of  ihe  noncollegt  young  men  brgm  their  work  careeM  as 
operatives  and  unskilled  laborers,  but  a  little  over  15  percent  are  already  employed  as 
crafi^men.  By  iheir  mid-twenties.  the  proportion  working  as  operatives  and  unskilled 
labor  has  declined,  to  42  percent,  the  proportion  working  as  craftsmen  has  doubled, 
and  7  percent  are  in  professional  and  managerial  jobs.  (National  Longitudinal  Surveys 
unpublished  data  which  exclude  college  youth  ) 

•In  contrast  to  the  occupational  disinbution  of  men  at  age  i819over  80  percent  of  all 
noncollege  women  are  in  clerical,  service  or  operative  occupations.  By  their  mid- 
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Minorities 

The  lal)or  market  problems  o(  Kxlay  s  youth  are  pa.tuul...K  svsth- 
among  members  ol  mmority  groups,  The  problems  (hn  cxix  ii<  n<e 
are  evident  in  all  of  the  labor  market  mdicators  shown  „,  i  ..bio  2-2 
At  age  16-17  comparable  proportions  of  white  and  miiu.riiv  w,.,ih 

are  either  employed,  enrolled  or  in  the  military.  Howcvci ... I  ..t;,..  18- 
24.  minority  young  people  are  less  likely  to  be  involved  in  .,n,-.,i  „,o„- 
of  these  activities.  In  particular,  the  schooling  measures  nuh.  ..tc  .hat 
proportionately  more  whites  than  blacks  orHispanics(„in|,l,  i,  lu^h 
school  and  enroll  in  college,  with  Hispanics  being  the  Uasi  l.kcly  ,„ 
graduate  from  high  school. 

Once  in  the  labor  force,  minority  youth  have  a  serious  pioblt-n. 
iindmg  jobs.  The  unemployment  rale  of  black  males  is  ,u  Ums. 
and  one  half  times  larger  than  that  of  white  males  of  the  same  .un- 
The  unemployment  rate  for  Hispanic  males  is  also  s.gnifuaiuK 
l.igluT  t.ian  that  of  white  n.ak-s.  but  is  less  than  thai  „f  ihcn  |,i  „  k 
counterparts.  Among  women  too.  the  unemployment  latc  f(,i 
Hispanics  is  much  larger  than  for  whites,  but  less  than  that  „f  i,hu  ks 
For  both  sexes,  differences  in  theemployment  to  population  la.u.s  l» 
race  or  ethnicity  tell  the  same  story  as  the  unemployma.t  lai,  s 

Among  the  noncollege  youth  who  do  work,  at  each  age  hia.ks 
average  fewer  weeks  of  employment  per  year  than  whites,  i  hey  Jsu 
earn  lower  wages  at  every  age  (although  the  disparity  ,s  not  v,n 
significant  among  teenage  women)  and  the  growth  m  earnings 
between  the  ages  of  1 8- 1 9  and  25-26  is  twice  as  large  forwhn.sas  ii  ,s 
for  blacks." 

While  minority  youth  today  clearly  have  a  disadvantaged  ,K,sif.„n 
relative  to  whites,  along  some  dimensions  the  situation  is  hriK  i  than 
uwas_a  decade  ago.  First,  the  wage  gap  between  blacks  ami  ^^  hues  is 

an.l  m..,..Ker.al  ranks,  at  agr  25  ..r  26.  80  ,xTm,.  are  5t.ll  «n„l.,yr,l  r..t,', 

'•tr»M.Mnetr,c  research  ulnch  .Cju,.,  for  other  d.ffe.er.re,  br.wen,  ,h.  «,..„,,s 
hd,  f.„md  di.  ins.gnihcan.  difference  „.  the  hourly  wages  of  181')  MMr-.,l,l  1,1,,.  k  .„',l 

whi.e  Mien  At  the  same  ..me.  an  dxnual  edri.ings  differc,       exis.s.  „|l,.|,„i;  i|h 

gredlrr  e.i.ph.yment  instabihly  of  blark  men.  Aniong  20-21  yo,.i.„l.l  „„.,i  M  „  u  «.„ 

h.und  lordrn  signif.ranily  ..-,s  ih..n  wh.les  on  lK,lh  an  hoiiih  .,„  .„,„„, I  i,.,sk 

R.rha.d  Heeman.  "Hon.iin.r  IJelC.M.nanls  „f  C.c..K...|)h..  ..n,l  h,.hM,ln,.l  \  ,.,  

ill  ihr  UilK.r  Market  l'.,silioii  of  Voiiiig  Personv  '  |>.ip.'i  picyiMnl     ,|„  \.„  

Bureau  ol  tn.noinir  Rrseardi  Ci)nfereii.eon  Youth  lIiirniploy.iK  ni  ,\iih,  Xiie.i.i  i 
May  l<)79 

1  he  ic.isoli  lil.ii  k  Miiilli  icn-Hc.i  smi.iIIi  i  «.ii>c  iiu  ir.isc  mci  iIm  si  niiii.il  m  .ii,  m  Ih. 
ldt>or  inarkcl  apt>rars  lo  be  due  not  only  lo  iheir  less  fr«|uriil.  hm  .ilsi.  i..  ilii  ii  ,|„Hpr 
nioveiiicni  oul  of  low-wage,  low -skill  jobs  For  example,  .ii  age  IH-  1<I  .ilmu.  '..'(I  |i<  i 
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much  reduced,  at  least  among  those  at  the  beginning  of  their  careers. 
As  miporcant,  there  has  been  a  significant  increase  in  the  proportion 
of  blacks  who  are  completing  high  school  as  well  as  attending 
college.** 

High  School  Dropouts 

Along  most  of  the  dimensions  reported  in  Table  2-3,  school  dropouts 
fare  worse  in  the  labor  market  than  graduates.  At  every  age  (and  for 
both  sexes)  nongraduates  have  unemployment  rates  from  two  to  three 
times  those  of  graduates.  Also,  dropouts  are  much  less  likely  to  be 
employed  than  are  graduates,  although  the  differences  between 
graduates  and  dropouts  in  average  weeks  worked  per  year  are  not  as 
large  as  the  unemployment  rate  differential. 

Among  those  who  work,  the  wages  of  graduates  and  dropouts  differ 
little  at  age  18-19;  for  example,  male  dropouts  earn  90  percent  as 
much  as  male  graduates.  However,  the  percentage  increase  in  hourly 
rates  of  pay  is  considerably  larger  for  high  school  graduates  than 
dro|X)uts.  B>  the  end  of  the  transition  years,  there  is  a  substinuud 
wage  gap  between  the  two  educational  groups. 

Youth  from  Low  Income  Families 

Finally,  Table  2-4  provides  data  on  noncollege  youth  who  come  from 
economically*disadvantaged  families.*^  Xhese  figures  indicate  that 

of  while  men,  but  40  pcrreni  of  black  men,  are  working  as  unskilled  laborers.  By  ihe 
iimc  youih  are  in  iheir  early  i  weniies,  ihii  figure  has  already  been  halved  for  whites,  bui 
among  blacks  liiile  change  has  occurred.  Ii  lakes  black  men  uniil  iheir  mid-iweiiiirs  for 
significani  upgradmg  lo  appear  By  ihai  age.  iheproporiion  of  black  men  employed  as 
unskilled  laborers  has  fallen  lo  20  perceni,  ihe  proportion  found  among  whites  ai  age 
18  (National  Longitudinal  Surveys  unpublished  dau  which  exclude  college  youth.) 

•'In  1967.  56  pfra-nt  of  bljck  18-21  year  olds  rnmpleird  lu^h  sc  IhkiLiiuI  2!i  |J«*r(  cniof 
them  attended  college.  A  decade  later,  m  1977.  two-thirds  of  them  went  on  to  college 
While  the  proportion  of  whites  who  complete  high  school  is  greater  than  that  of  blacks, 
among  those  who  do  graduate,  equal  proportions  subsequently  enroll  m  college.  The 
inaeasing  enrollment  rates  of  black  youin  seem  to  be  one  of  the  reasotis  for  their 
declining  employment  to  population  ratios  (see  Ftffure2-1 ),  since  black  youth  tend  nut 
to  attend  school  and  work  simultaneously  If  black  youth  were  not  attending  school  at 
their  current  levels,  their  employment-to-population  rates  would  be  coiisideiablv 
higher  than  they  are  at  present,  although  still  below  those  of  whites  See  Haul 
Osterman.  The  Employment  Problems  of  Black  Youth:  A  Review  of  Evidence  and 
Some  Policy  Suggestions/'  paper  prepared  for  the  National  Commission  for  Employ- 
ment PoIk  y.  July  1979 

'^Die  relative  paucity  oi  information  on  this  group  is  due  to  the  fact  that  official 
(Current  Population  Surveys)  data  on  income  arecnllectwl  for  households  and  not,  as 
IS  important  here,  for  parents  of  youth  Since  over  90  percent  of  the  16-17  year  olds  live 
with  their  parents,  (or  this  age  group  household  income  is  a  reasonable  proxv  Int 
parental  economic  status  However,  the  proportion  of  youth  living  with  then  pdiriiis 
declines  substaniially  unh  age.  making  houseliold  income  a  less  reliable  family- 
baikground  mduator  foi  the  older  age  groups  The  data  from  the  Nanmial 
Longitudinal  Surveys  in  I  able  2-5  use  parents'  income 
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Table  2-4 

Experiences  of  Noncollege  Youth  From  Economically  Disadvantaged  and  Nondlsadvantaged  families  by  Sex 


MEN 

WOMEN 

All 

Nondliidvantagid 
Family 

Qludvantagid 
Family 

All 

Nondfiidvarttagad 
Family 

Qludvsntigid 
Family 

Eipirlence  Indlcitor 

16- 
17 

18- 
19 

25- 
26 

16- 
17 

18-  25- 
19  26 

16- 
17 

18-  25- 
19  26 

16- 
17 

18- 
19 

25- 
26 

18-    18-  25- 
17    19  28 

16- 
17 

18-  25- 
19  26 

Unemployment  Rate. 
March  19763 

224 

N/A 

N/A 

185 

N/A  N/A 

355 

N/A  N/A 

25  6 

N/A 

N/A 

178  N/A  N/A 

299 

N/A  N/A 

Employed  as  a  Percentage  of  the  Civilian, 
Nomnstitutional  Population,  March  1978^ 

356 

N/A 

N/A 

400 

N/A  N/A 

24  5 

N/A  N/A 

304 

N/A 

N/A 

354  N/A  N/A 

18  9 

N/A  N/A 

Average  Weeks  Worked  Per  Year  of  Those 
16-17  in  1966  (1968  for  Women) 
and  As  They  Age^'^ 

286 

396 

456 

297 

41  8  46  7 

266 

36  4  446 

218 

283 

361 

248  31  3  38  1 

177 

243  384 

Hourly  Rate  of  Pay  (m  i978  Dollars) 
of  Those  Who  Were  16-17  in  1966  (1968 
for  Women)  and  As  They  Agefe 

286 

433 

631 

295 

492  7  13 

255 

352  479 

209 

304 

384 

2  13  3  16  4  07 

191 

2  91  3.50 

Percent  Increase  in  Average  Hourly 
Rate  of  Pay  -fom  18  19  to  25-26^ 

45  9 

451 

359 

264 

28  7 

20  3 

Su^.r  t  '-u  t;'>:  ?     ' j-ion  Suf ^ey  Vj  :n  ♦gra  fne  mcome  cj'oM  os'd  to  define  i  family  s  eco"om»c  stfltus  *s  lOu  ot'c^tM  •>(  the  dlS  lO^uf  Liv<ng  Standard 
SOUHi  t  N  j'T-ji  longttudnai  Surveys  unpubhbned  d.Ha  The  income  cutotf  used  to  define  a  »amily  s  economtc  statub  appfu<..T.aies  the  8:3  Lov^er  Living  Standard  fora  fa-tniy  four 
^  Bj-)!?  >  J''  Ih  - »»  A*^ ,  mo'acj  jf  e  j*C9K  or  more  duriny  that  /ear 
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even  ai  age  16  lo  17.  there  are  substantial  differences  in  the  employ- 
ment experiences  of  low-mcome,  and  higher-mcome,  youth.  For  both 
men  and  women,  the  unemployment  rate  of  the  disadvantaged  is 
almost  twice  that  of  their  more  advantaged  counterparts  and  low- 
mcome  youth  are  also  less  likely  to  be  employed  in  these  early  years. 

As  important,  these  young  people  begin  their  work  lives  earning 
less  than  nonpoor  youth  and  they  fall  further  behind  as  they  age. 
Among  men,  in  particular,  coming  from  an  economically^disadvan- 
taged  family  seems  to  be  associated  with  even  greater  wage  problems 
than  leaving  school  early. 


4.  Summary 

The  fact  that  women,  minorities,  high  school  dropouts,  and  youth 
from  low-income  families  have  various  labor  market  handicaps 
should  be  no  surprise.  It  must  also  be  remembered  that  these  are 
overlapping  categories  and  that  youth  who  belong  to  more  than  one 
of  these  groups  experience  particularly  serious  problems. 

If  there  is  any  one  indicator  which  might  be  used  to  judge  the 
relative  seriousness  of  the  problem  for  various  groups  of  young  men. 
It  might  be  annual  earnings  at  age  25-26.  This  indicator  tells  us  who 
concludes  the  transition  years  reasonably  successfully  and  who 
concludes  these  years  with  a  deficit,  either  because  of  low  rates  of  pay 
or  unstable  employment.  Table  2-5  shows  that,  among  the  various 
subgroups  of  men,  blacks  and  those  from  low-income  families  have 
the  lowest  hourly  rates  of  pay,  with  high  school  dropouts  not  faring 
much  better.  Blacks  have  the  lowest  annual  earnings  because  they 
work  fewer  weeks  per  year. 

Estimated  annual  earnings  is  a  less  satisfactory  indicator  for  young 
women,  since  they  may  voluntarily  withdraw  from  the  labor  force  or 
work  fewer  hours  because  of  family  responsibilities.  For  them,  hourly 
rates  of  pay  are  better  measures  for  assessing  their  transition  years' 
experience.  These  data  (in  Table  2-5)  show  that  even  the  most 
advantaged  subgroup  of  women,  white  females,  averages  an  hourly 
rate  of  pay  below  that  of  the  most  disadvantaged  male  subgroups 
(blacks  and  those  from  low-income  families). 
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Tabit  2-S 

Estimated  Annual  Earnings  at  Age  25-26  of  Noncoilege 
Mala  and  Famala  Youth  From  DIffarant  Subgroups 


6fiup 


Nniriy  gut 
af  Fay 


Avripi  Wiiki 


Eidmitid  Annual 
Earningib 


Aii  Men.  aged  25-26 
White 
Black 
Hispanic 

High  School  Dropouts 
From  a  Low-Income  Family 


$  631 
698 

4  79 
N/A 

5  21 
4  79 


45  6 
47  0 
42  8 
N/A 
432 
446 


S11509 

)3.122 
8200 
N/A 
9002 
8  545 


All  Women,  aged  25-26 
While 
Black 

Hispanic 

High  School  Dropouts 
From  a  Low-lncomc  Family 


364 
4  01 
354 
N/A 
319 
350 


361 
37  3 
394 
N/A 
298 
364 


5.852 
5.983 
5.579 
N/A 
3.802 
5376 


^  Base  t$  ail  those  who  worked  at  atl  during  that  year 
N/A  ~  No(  available 


B.  The  Causes  of  the  Problem 
1.  Overview 

Tins  sctdo.i  p.ovKlcs  a  tapsulc  .cvicw  of  the  Uiisoiis  u  In  soni. •^„..^ll 
arc  csimially  l.kcly  to  h;,v,.  pu.ble.ns  ...  the  |.,|„„  ,n,„k,,  n  j  ,„, 
pdriifuldMotus  IS  on  liiicmploymnit  ..Ithough.  ,v|,c,c  i,„ssil,|,.,  |„. 

r«.olr,/"''"''  I'-'l-'  l»  (...r..l  |us,.„,„.  ,1.»;8,  ,  |. .  ,,„ 

' ''7'  ] '  I'"'-"""-."-  .I.,...,„„r,o'>ou.h  .,nnH,.i.»,„.„,  M  

p.  H     n,dHm.,,n.r.,.uK.,H^    K..M..I.1 1  |„.  „ 

MKh,„l  \\..,h„.,  .,.„■  ..Ko  ,..muul,„|>  uMful   Ih.  A„.l.'s„n.  h,.,,„„„  U,., 
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other  labor  market  problems  desaibed  in  the  piecedmg  section  are 
also  considered.  As  noted  at  the  beginning  of  this  chapter,  in 
discussing  unemployment  there  are  :hree  basic  patterns  that  need  to 
be  accounted  for:  first,  there  is  the  high  rate  of  youth  joblessness 
relative  to  that  of  older  workers,  second,  among  youth,  one  must 
consider  the  higher  rate  of  joblessness  experienced  by  minorities; 
finally,  there  is  the  question  of  why  the  gap  between  black  and  white 
youth  joblessness  appears  to  have  widened  in  recent  years. 

To  anticipate  the  polio^  analysis  that  begins  in  Chapter  4,  the 
factors  likely  to  lead  to  unemployment  are  organized  into  three 
categories:  (1)  those  that  are  associated  with  a  lack  of  jobs,  (2)  those 
that  affect  the  employability  of  youth,  and  (3)  those  that  involve 
problems  in  matching  young  '^b-seekers  with  existing  job  vacancies. 
At  the  outset,  it  ^hould  be  p»  '  out  that  these  problems  mteract, 
complicating  the  analysis  anu  the  development  of  appropriate 
policies. 

2.  Lack  of  Jobs 

Introduction 

A  lack  of  jobs  for  youth  may  be  due  to  ( I )  inadequate  total  demand, 
(2)  discriinmation,  or  (3)  various  structural  imbalances,  such  as  a 
decrease  in  the  kinds  of  jobs  typically  open  to  youth  relative  to  the  size 
of  the  youth  labor  force  Each  of  these  factors  may  cOiUiibute  to  youth 
jouiessness,  low  wages,  or  both.  One  can  envision  employers  ranking 
job  candidates  in  order  of  attractiveness,  i'he  total  number  of  jobs 
determines  how  far  down  in  the  queue  they  go.  Of  course,  how  youth 
come  to  be  disproportionately  af  the  end  of  the  queue  involves  then 
own  characteristics,^^  as  well  as  emplover  behavior  One  way  that  a 
young  person  could  make  himself  or  herself  rnoie  attractive  to 
potential  employers  is  to  oifer  to  work  for  lower  wages.  However, 
legal  and  social  flrx^rs  on  wage  rates,  as  well  as  youth's  own 
preferences,  limit  the  use  of  lower  wages  as  a  market  clearing  device.*^ 

Inadequate  Total  Demand 

In  one  sense,  an  insufficient  number  of  jobs  ran  always  Ik?  given  as  a 
(ause  of  youth  unemployment:  as  long  as  job  op}X)rt!Uiities  can  l>e 

papcn  wCTe  prepared  as  background  for  ihe  CommisMon  and  American  Assembly 
f  os|x)av)rH  Asvrmbly  on  Youth  Employmeni.  in  August  1979.  They  will  be  published 
in  Youth  tmployment  and  Public  Policy  edited  by  Bernard  Anderson  and  Isabel 
Sawhiil 

^♦'rhrsr  characicrisiifs  will  be  discussed  in  ihr  section  that  follows 
'*The  rule  of  minimum  wage  legislation  is  addressed  in  Chapter  5. 
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expanded,  youth  employment  will  iiu.ensc  and  ynnh  nnnn„l.n- 
ment  wdl  decUne.  For  example,  dnrn.g  tlu-  l„u,.^,,n  ,„  „.,d 
following  the  last  recession  (197511-197911).  when  ,hc  .J>vK>ir 
unemployment  rate  declmed  by  3.2  percentagr  poMHs.' ,!,..,  ..f 
teenagers  fell  by  1.2  ponus.  The  role  of  macro.cono.nu  poh,  ^  .^s 
means  of  mcreasmg  youth   employment  and  u-.lu,  n^  ^oull. 
unemp  oyment  ,s  exan.n.ed  m  Chapter  5.  The  eM(l,„,e  .,■^.,■^^,..l 
there  clearly  demonstrates  that  youth  employment,  and  esp.  ,  ,.dh 
black  youth  employn.ent.  .s  h.ghly  sensitive  to     Mcg....'  .■.ono,,,,, 
rondnu.ns  (the  busmess  cycle).'*  Ih.s  suggests  ,.,.,t  )..hs  .„.■ 

available,  youth  are  there  to  take  them." 

Discrimination 

AlthouKh  ,t  ,s  d.ffuult  to  measure,  disc. mnnatmn  .s  s„|| 
nnixjriant  source  of  labor  market  problems  foi  m.no.aus  Ke,,. ,  ,iK 
and  especially  for  those  who  are  young.  Dis.  unnn..,,..,,  ...,„„s, 
women  ten.ls  to  take  (he  form  of  occupational  scgie^..,,,,,,  .md  low 
earnings;  d.eir  unemployment  rates  are  not  mncli  liiglm  il,.,„  ,|,os,. 
ol  young  men. 

Clearly  mndi  discrimination  cm  occur  befo.e  young  n,..,pl.  <  ni.-i 

thev^.,,kl<.rce.'«(),ncolue.nl,ere.howe^el,ls^^l.h,l.en,■^p^,^n,.s 
ni  the  lalwi  market,  where  d.sdimiiiation  ...n  ..snli  I.ss 
emidoyinent,  lowei  earnings,  o,  bo.h.  foi  ecpiallv  (,u.dih.d  nnnonu 
voudi. 

.Since  die  early  sixties  racial  e..riiiiig,  ddleicnu.ds  .,„H,.m  unah 
have  narnmcd  signdi.ai.ih  ,\(  the  same  i.m,.,  1„M^.^.,  ,).,. 
imeinpl„ynu-ni  laie  diffeiennal  has  nsen    1  he  ieas.,ns  l.>,  ,|,rv 

«.p|K.s,nKtienc!saieno.uelluiiclc.s(o.Kl.()ne,K,ss,bl,,Apl.,u.„„Mns 
dial  c-c|nal  oppoiinna\  legisl.ii.on  has  lesnlic-d  in  .,  ii.,d,„l|  b,  lun  n 
wage  discimiinati.m  and  c-mployment  discrinim.iiim,      I  |,.,(  ,s  ,| 
•'Sec  h,r,..n.  (Mav  1979).  Jam,.,  1  u.  krn  an.l  R„l,cr,  H..n..K..„    y  I,  ,  ,„„,,.. 

97<»,W..d,,rr,nAn,lnv>n...MlS..ul,,ll,lW0),R.|p|,Sn,nlHM..l,R  ,„|',|„ 

tn,,,l.,wnrn.  .>n)en,OKr.,    ,,.  (..onps.  ' «r™,*„„,  „„  ^,  ,„  ,„  ,,,„,„  ^„ 

/V,       ■     r       7"7'  ^l"^'  "^'•'"''•^  '   " 

t!n-^ri9m  "    'N'» 

'•Fm  m  .H,,hs.,ofUiH,larkeUu,-..,mM..lrx,>r,H-„,,MM.h  «,  |„lM..)rl.M 

\."""v  '  f (  .^'Hrrun,,  System  m  (.r,n,  (  „/,„„„   „  , 

(New  ^(.ik  Ai.KlriiiK  Picss.  l')78) 

"Ve  ,,,        „ul..r  ,!„■  .l,s.uss,„„  ,„  Kol^rl  J  H..,wk.,„,  •o„  „„  s,,,l„i„    ,,,  ,,„ 

Racial  I  .>rin|,l..y,„r,»  D.rinrn          Amrmau  h„nn,„„  .(,„„,„„.,„  /•„,,  ,„„, 

/'rofi-rrfiMift.  \ol  66.  N<>2  (M.iv  197f,) 
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equal  opportunity  legislation  or  social  pressuies  force  employers  to 
provide  equal  pay,  then  discrimination  may  increasingly  take  the 
form  of  not  hiring  minorities  instead  of  paying  them  less.  While  it  is 
unlikely  that  employers  are  more  prejudiced  than  in  the  past,  it  is 
possible  that  they  have  substituted  one  form  of  discrimination  for 
another,  thus  accounting  for  some  of  the  widening  disparities  in  the 
employment  prospects  of  minority  and  other  youth. 

There  is  evidence  that  discrimination  is  an  impK^rtant  explanation 
for  the  current  disparities.  Research  has  found  that  holding  constant 
those  factors  known  to  influence  the  employment  prospects  of  all 
groups  (such  ?s  geographic  location  and  previous  experience), 
minority  youth  are  more  likely  to  experience  unemployment  than 
whites.  For  example,  one  study  of  young  men  (16-21)  in  low-income 
areas  found  thatalmostSO  percentof  the  black/white  unemployment 
rate  differential  was  attributable  to  race.^^  Further,  approximately  90 
percent  of  the  differential  between  Spanish-speaking  and  white 
young  adults  appeared  to  be  due  to  ethnicity. The  presumption  is 
that  these  differentials  are  due  to  discrimination,  although  there  may 
also  be  some  unmeasured  differences  in  productivity  not  easily 
captured  in  the  analyses. 

A  substantial  proportion  of  unemployment  rate  differentials  has 
been  attributed  to  age.  "  However,  to  some  extent  (especially  arr  mg 
men),  age  is  a  proxy  for  the  number  of  years  of  labor  force  experience. 
That  is,  the  older  the  fjerson,  the  longer  the  time  he  or  she  has  had  to 
learn  about  how  the  labor  market  operates  and  to  gain  on-the-job 
training.  Thus,  it  is  almost  impossible  to  specify  what  portion  of 
youth/adult  unemployment  differentials  is  due  to  age  i>cr  se  (age 
discrimination)  and  what  pan  is  due  to  the  effects  of  previous 
experience  (legitimate  differences  in  productivity). 

"Duane  E.  Leigh  and  V.  Lane  Rawlins,  "Racial  Differentials  in  Male  t^ncmploy- 
mem  Raies*  Evidence  from  Low-Income  Urban  Areas/'  Rnnrw  of  Economics  and 
Statistics,  Vol.  56.  No.  2  (May  \91i)  Osierrnan  had  similar  findings  55  percent  of  (he 
difference  m  ihe  average  annual  weeks  of  unemploymeni  between  blacks  and  whites 
could  not  be  explained  by  differences  in  their  personal  characteristics  See  Paul 
Osterrmn.  "Racial  Differentials  in  Male  Youth  Unemployment,'*  in  U.S  Department 
of  Labor,  Conjerence  Report  on  Youth  Vnemployment:  Its  Measurement  and 
Meaning  (Washington.  DC  V.S  Department  of  Labor.  U)78)  Sec  also,  Rober' 
Flanagan,  "Discrimination  Theor>".  Labor  Turnover,  and  Racial  Unemployment 
Differentials."  Journal  of  Human  Resources,  Vol.  13.  No  2  (Spring  1978). 

''Leigh  and  Rawlins.  This  evidence  should  be  taken  as  indicative  only  since  the 
sample  sue  for  Spanish-speaking  youth  is  small 

"Leigh  and  Rawlins  compared  theeffect  of  being  16-21  versus  22-54  years  old  among 
whites,  blacks  and  Spanish-speaking  men  Thrir  findings  indicate  (hat  controlling  for 
other  factors,  43  percent  of  the  age  differential  in  unemployment  rates  among  whites  is 
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The  major  problem  with  the  research  to  date  is  ih.it  uhilc 
employers  apparently  do  differentiate  among  workers  on  the  hasis  of 
age.  race  (ethnicity),  and  sex,  ve  know  little  about  the  process  bv 
which  this  differentiation  takes  place.  The  information  which  does 
exist  strongly  suggests  that  chere  are  wide  variations  m  hii  111.14 
standards  and  that  subjective  evaluations  of  jobapplu.ints,n.i>  iHMlie 
rule."  These  hiring  procedures  may  effectively  exclude  minoriiies 
and  women  from  certain  job.  even  in  the  absence  of  ,oi,m,„us 
prejudice  on  the  part  of  employers.  A  sufficient  condition  loi 
exclusion  exists  when  employers  do  no  more  than  exercise  cheii 
•natural  preferences  for  those  with  similar  backgrounds,  \alucs  ami 
lifestyles  and  use  recruiting  networks  consistent  with  these 
pieferences.  In  addition,  there  is  the  possibility  of  st.itistirai 
discrimination.  That  is.  employers  may  base  their  hiring  decisions 
less  on  the  background  and  qualifications  of  the  individual,  an.l  inoie 
on  the  presumed  characteristics  of  the  group  to  which  I,.-  or  she 
belongs."  Problems  stemming  from  this  form  of  discriminaiion  mav 
be  compounded  by  occupational  stereotyping.  Employers  mav  view 
only  some  jobs  as  "appropriate"  work  for  women,  men.  whites 
blacks.  Hispanics.  or  young  people  in  general.  If  vacancies  pxist  Ic.r 
other  positions,  employers  may  not  consider  hiring  a  person  Irom  the 
"wrong"  demographic  group." 

Structural  Imbalances 

Another  set  of  explanations  for  high  youth  unemployment,  and  the 
widening  differential  between  black  and  white  youth  in  panic ulai 
focuses  on  a  growing  imbalance  between  the  types  and  locations  of 
available  employment  on  the  one  hand  and  the  qualifications  and 
locations  of  youtli  on  the  other. 
One  hypothesis  is  that  joblessness  among  black  youth  is  rel.iicd  to 

w'J^cl-m.*"''  '""^  Spani,h.spraki„g  ,x-rson,. 

"Danifl  Diamond  and  Hrach  Bedro5ian.  Industry  Hn.ng  Requarmrnts  „„d  thr 

Comm«c^  1970).  E  1  ymon  «  al..  Employrrs-  on  H,nng  and  Trn.um^  (N>« 

Y.nk^Ubor  Markr.  Informalion  Nftwork.  1978);  Oswald  Hall  and  Ri.haid  (..rhon 
r/,rS<urfy  ofAlbfflown.  Occasional  Papw  I  (Toronto- Ontario  Emn,,:i„,  (...iihiI. 

"For  fxamplf,  if  youlh  in  gfnfral  art  vifwfd  a,  havmR  high  tiirnovor  r.ii,  s,  ,lwn  .„, 
individual  young  person  may  not  be  hired  for  a  job  which  rnjiiires  a  grr.!.  d,  ,.l  „(„m 
thf-job  iraminK.  Srf  E,  Andrrson  in  Anderson  and  Sawhill  (1980)  f„r  a  dis,„sM,.M  ,.( 
this  problem  for  blark  youth. 

"It  should  be  noted  that  we  also  know  laile  about  ihe  occupational  Jesiros  „(  „)uiik 
people  and  the  extent  lo  which  they  place  restrictions  on  the  orcup.iiioiis  iho>  will 
accept. 
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the  fat  I  thai  ihcy  au*(lispio}K)rtionatcly  located  in  central  ( ities  wlirre 
few  entry-level  jobs  arc  available.  The  empincal  evidence  suggests, 
however,  that  residential  location  is  not  a  majoi  factoi  in  explaining 
either  the  relatively  high  rate  of  joblessness  among  blac  k  youth  or  the 
deieiioration  in  their  relative  |x)siti()n.  it  has  been  estimated  that  if 
the  black  population  had  been  relocated  to  match  the  residential 
distribution  of  whites,  the  black  teenage  unemployment  rate  would 
only  have  been  reduced  by  about  5  percentage  points  m  1978  (from 
40  5  to  35.1  percent). 2^  hi  addition,  there  is  no  evuience  that  the 
subuibani/ation  of  employment  opjK)i tun i ties  between  1960  and 
1970  had  any  significant  nnpact  on  black  youth  employment.  Ihis 
may  be  due  to  the  simultaneous  movement  of  joi)s  and  white  youth  to 
the  suburbs,  which  gave  minority  youth  in  the  city  an  oppoiiunity  to 
capture  a  larger  share  of  the  i<.maiinng  pool  of  jobs 

On  the  othei  hand,  the  labor  market  problems  of  black  >oung  men 
do  appear  to  be  related  to  the  changing  industrial  structure  of  the 
economy.^'  Young  men  of  boih  races  are  dispiopoitionately 
concentiated  in  ceitain  industiies  and  these  uulustiies  have 
expeiienced  either  no  growth  or  only  skiggish  growth  o\ei  the  pasi 
decade  As  the  relaiive  iuimlM?i  of  >()uih  jobs  has derhned,  young  men 
have  not  nioved  into  other  seciois  of  the  economy,  instead,  it  appears 
that  white  youth  have  been  capturing  an  increasing  share  of  a  rather 
stagnant  pool  of  jobs. 

One  important  change  affecting  black  youth  more  than  white 
youth  has  been  the  decline  in  agricultural  emj)loyment.  In  I960,  15 
percent  of  all  black  teenagers  were  employed  m  this  sector  but  onlv  6 
percent  of  white  teenagers.  By  1970,  the  proportion  of  this  age  group 
engaged  in  agriculture  had  declined  to  about  4  percent  lor  b<nh  racial 
groups. 

Finally,  it  has  been  argued  thai  the  rapid  growth  in  the  size  of  the 
youth  cohort,  and  in  the  number  of  older  women  and  undocume'Ued 
workers  in  the  labor  force  has  worsened  the  employment  prospec  ts  of 
young  people.  An  increase  in  the  size  of  the  youth  cohort  might 
leasonably  be  expected  to  influence  labor  market  opportunities 
Wages  may  l>e  depressed,  making  alternative  activities,  such  as 
schooling,  relatively  more  attractive.  Also,  to  the  extent  diat 

^^t  mploymrtit  and  Train  mf^  Hrport  of  thf  Prestdrnt,  197H,  p  73. 

^^Srr  Paul  Osirrnun.  "HLick  .ind  VVhuo  Yomh  Fmploytneni  A  Cross  Srfiioii.il 
AiKilysis."  (Boston  RrKiotiai  Insiitulr  for  Kinplo>mrnl  Policv.  Junr  1979) 

"Ve  Osurnian  (June  1979).  Roix*!!  Marr  and  Clinsiophcr  Winship.  "ChanKcs  in 
R**fr  Diffrrrniials  \\\  V  Muh  Lalxjr  Voxcc  Slalus,  '  fiajxr  prepared  lor  the  Naiioiial 
Commission  for  l*mpio>nicnt  Poluv.  Oeceinlxr  1979 
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employers  do  not  virw  youih  .,u(i  .ululis  as  subsi iiuijl)!(  .,i  ilu 
prevailing  wage  scales,  the  sluicof  youth  who  aie(Mii|)lo\(J  utll  |,< 
adversely  affected  Remit  leseauh  has  indicated  that  the  populaiioii 
bulge  of  the  youth  ( ohoi  t  has  had  a  negative  impact  on  the  pen  cnijur 
of  youth  employed  while  simultaneously  increasing  th(  pciu  niages 
unemployed  in  school  and  engaged  in  other  non-ui:ii  kei  a(  iimik  s 

Whether  older  women  woikeisaiid  undocumented  woikeis  .ilhi  i 
the  lafK)!  market  for  youth  depends  largely  upon  the  degiec  to  \%  hi<  h 
these  gioups  are  substiuitable  for  young  people,  a.id  thus  m 
competition  with  them  Hieie  is  little  direct  evidence  on  this  issue 
Recent  work  has  indicated  that  m  the  manufacturing  snioi.  nldn 
white  woincii  (25  vears  or  older)  do  appear  to  be  siihsmmes  loi  \nuih 
>eai  olds) and  that  unless  there  is  a  dechiie  in  tliecosi  ol  Uihuk 
voung  people,  some  displacement  will  oc(  ur.'o  Howi  v(  i.  we  do 
know  which  youth  oldei  women  are  replacing.si  Also,  the  d(  gi(r  oi 
substinitahihty  among  these  vaiious  groups  in  sectors  oth(i  than 
maiuifac  tnriiig  has  yet  to  be  estimated." 

The  possil)ilit\  of  (ompeiitioii  Ix^tween  undo(  umenird  uoikns 
and  youtli  can  oiiU  he  inferred.  Studies  on  the  chaiauei  isiu  s  <»l  ilu  se 
workeis  have  dealt  almost  eiuiiely  with  those  from  Mexnodirtle  is 
known  about  the  n(m-Mexjcan  gioiips).  These  studies  suggf-sr  iImi 
undocumented  workers  aie  m  their  iate  twenties,  piedonimanth 
male,  i^oorly  educated  (the  great  majority  with  less  than  six  \eaisol 
schooling),  often  farmwo  keis  fiom  ruial  aieas.  and  economu.dix 
motivated.  In  the  US.  they  are  generally  employed  in  low  juMn^ 
low-skiH  jobs."  A:1  of  this  would  suggest  that  uiuUh  uuwiuvd 
woikeis  may  be  displacing  youth,  paitiuilarlv  young  men.  I  J.mexei. 

the  si/e  of  the  effer  ns  not  known,  largely  because  theie  aie  nu n  hablr 
estimates  on  the  number  and  location  of  undocumented  woikeis  ^» 

«Ser  MMhael  Wai  hit  r  ami  (Juxmirvk)  Kim,  "  Ume  Snirs  ChaiiKcs  hi  \  nxnU 
Joblessness.  -  pa|M-r  pirsentnl  at  ihr  NdUonal  Bureau  of  Kron.,inn  Rrsian  liun  ^  omU 
l'nrinj>lo>niem,  Aniir,  Vuguna.  May  1979 

'«l)an»el  Maninmrsh  and  lames  Cram.  "Do  Kmplovers  SuUsinuu  \\o,kns  <.f 
l)jffrr-ni  Ages.  Races  and  Sexes,  and  Whai  Does  This  Imply  Un  I  aboi  M.ii  k.  i  |»(,|i,  s : 
paix-r  piepaied  lor  ilie  National  (^mnmssuMi  for  tinplo>ineni  Tojio,  ()<i»)f>er  IW 

"The  existence  ol  rKiupaiional  seKMRaiion  b>  sex  suR>;tsis  iliat  ohin  uonirn  .n.- 
in<isi  likel>  lo  displace  yonnjijer  wonini 

"Resrarfh  furrenilv  undrruav  lor  ihe  NC.KP  by  Daniel  I  lauK  t  mm  sii  jinl  |.,  

Cram  shrndd  shed  some \n*\u  on  (Ins  issue  I  hen  final  ie|K)U  isevpet  M  (h  n  h  m  |<JH(i 

'HVavne  C:<jrnelnis.  "Illegal  MiKianon  to  the  I'mted  States  K.Mm  K.s,.n.h 
hmdnii^s.  |»(,|u%  Impluations  diid  Rrseanh  Pooritn-s'  {C:aml)H(U'.  M.is.,h  ms,  ti. 
Insntutrof  leOmoloKS.  iW).  |..>ie  Vtalrt. ///rtf/i/W/z/'/M  Annh  .i'uHia.  I.  ^mtnui 
(Waslnngtoti.  D  (,   (.on^i< sston.d  Researdi  Seivue.  1*^77) 

'MNS  rr|M>its  mdnatt  Uui  theMMjoiil>  of  uiidonimemetl  u.Mknv  ..w  jn  ih,  S.nitl, 
west   nrme%er.  it  innst  Ir  noted  thai  INS  data  ate  not  t<pMs(ntattu  ..I  \\u  t.H.,| 
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3.  The  Employability  of  Youth 

Introduction 

While  there  is  uncertainty  about  the  relative  importance  of  various 
factors  that  affect  employability,  there  is  general  agreement  that 
together  they  can  seriously  reduce  the  likelihood  that  youth  will  be 
successful  in  the  labor  market.  The  factors  considered  here  include: 
lack  of  education  as  measured  by  years  of  schooling  or  basic  com- 
petencies, lack  of  work  experience  or  training,  and  "poor"  attitudes. 

Educational  Competencies 

The  literature  on  the  determinants  of  earnings  strongly  supports  the 
commonsense  observation  that  people  with  more  education  receive 
higher  pay.  Controlling  for  other  factors,  col  lege  graduates  fare  better 
than  nongraduates.  and  high  school  graduates  fare  better  than  those 
without  a  high  school  diploma.  The  reasons  for  :he  relationship 
between  education  and  earnings  are  still  in  dispute.  One  possibility  is 
that  education  enhances  productivity  and  that  higher  earnings  reflect 
this  greater  productivity.  Another  possibility  is  that  education  simply 
signals  other  characteristics  about  people.  For  example,  it  may  be  that 
intellectual  ability  and  motivation  are  responsible  for  a  youth  both 
completing  high  school  and  earning  high  wages.'^ 

The  nature  of  the  relationship  between  education  and  unemploy- 
men',  is  even  less  well  understood.  The  literature  on  the  determinants 
or  unemoloymem  in-ong  noncollege  youth  has  not  produced 
consistent  findings.  As  indicated  at  the  beginning  of  this  chapter, 
high  school  dropouts  tend  to  have  much  higher  rates  of  unemploy- 
ment than  graduates;  but  after  adjusting  for  other  differences  between 
the  two  groups,  the  relationship  is  less  clearcut.  While  some  research 
has  indicated  thata  diploma  raises  the  probability  of  obtainingajob, 
other  studies  have  found  it  has  no  effect  and  still  other  studies  have 
found  that  a  high  school  diploma  assists  young  white  men  but  not 
members  of  other  demographic  groups.*^ 

undocumrnied  population.  Increasing  numbers  of  aliens  from  other  nations  than 
Mexico  are  also  entering  different  pans  of  the  U  S  particularly  the  northeast  and 
midwest  Thus,  in  addition  to  the  southwest,  large  concentrations  of  undocumented 
workers  apparently  can  be  found  in  New  York  City.  Maine.  Detroit,  and  in  the  San 
Francisco  Bay  area.  Recently,  there  has  been  a  relatively  rapid  expansion  of  this  group 
in  other  major  urban  areas  from  California  totheConnecticut-New  Jersey  area  as  well 
This  expansion  reportedly  is  centered  in  manufacturing  and  in  the  service  fields, 
particularly  hotels  and  restaurants. 

I  hi\  issue  IS  taken  up  again  in  Chapter  6.  in  whir heducation  program  rx|K-rirn(rs 
reiaU'd  to  vouth  einpln\cihili»\  air  rrvicwnl 

'*Resear( hers  who  found  ihat  a  iiigh  scIuk)!  diploma  ln\\ets  tlu*  probahiln>  ol 
unemployment  are  Jerome  Johnston  and  Jerald  Baihman.  Fhe  rransition  frntfi  Hit^h 
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responsible  f„r  .l.e  de.enorauon  .n  .he  e.„ploy„u-n,  prosp.-us  .  f 
m.noruy  youih  s.nre  the.r  cducat.onal  atta.n.ne.u  1 J  |  J,  n  .„! 

oT  "  sfZ^'r"'  '°     percent  among  blacks  fs 

Of  course,  possible  ,hat  achievement  among  minoruy  v,...,|,  ,  , 
d.s  .net  from  attainment)  lags  behind  that  of  whues  a  ul  ,h  , 
differential  is  partially  the  ransp       .h-;  , 
oroblem.  ^„u  .u  ?  e">pl<)\inerit 

problems.  Still,  there  is  ,io  evidence  that  differences  in  aehieve.nent 
eve  Is  have  widened  over  the  decade  and  thus  explain  the  w  rs    .  ' 
employment  situation  of  minority  young  people." 

Work  Experience 

Among  noncollege  youth,  being  employed  while  in  school  .s 
associated  with  a  lower  probability  of  unemployment  d.  ri  ig  the 
period  shortly  following  school  attendance.'.  SeJeral  exp  a Zc^' 
for  this  have  been  proposed.  Through  employment  while  in  s<  h  « 
young  people  may  acquire  useful  skills  or  learn  about  the  '  woZ^f 
work  -how  to  behave  and  how  to  dress  for  a  job  int  rvieT    1  e  ' 
may  also  gain  references  which  reduce  a  potential  employ  "l.  r  .  ^ 
nsks.  or  establish  a  network  of  job  contacts  which  is  useful  when  fui 
nme  fu,,-year  employment  is  desired.  Finally,  it  has  been  s  ggc  1 
that  young  people  who  work  during  their  school  years  may  simply  h. 
a  more  ambitious  and  highly  motivated  group  and  that  thei  1  ue^ 
employability  reflects  these  particular  personal  characteristi  s  at  e 
than  their  previous  employment.  Recent  research  indicates  that  the 

"Jan,,.,  !•  Sm.lh  and  h„m  R  WHch,  ■Bl.uk-VVh.ie  \U\r  VVaRc  Ra„„s  10.-.  "n  • 

M.r.e.  An....,,......,  ■ A..u,.J,f nV^ir  m'.i,  j;;:;:"'^^ 

Kinplovmrni  (,...is.-<ir..,c,  „l  W„fk  hxixr.c.ip  Wh.l,  ...  s  K  L  i  . 
ll.r  NaCHMl  (..m,n„s,„.,      ^  „     '  1.  /'.I.',      l*^  "  .•■■'I'''  '""Im.-.I  l„r 


lllf  Nadoiial  (..min.ssui..  I,.r  (■  ,i,|.lo>...fm  Policy  (OnrinlxT  1979) 
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cxpl*m*iii()n  may  Ix'  even  more  stiaighiforward  ilian  the  above 
hvpoilieses  would  suggest.  Namely,  youth  who  arc  employed  part- 
time  during  the  school  year  typically  move  into  full-time  positions 
with  die  same  employer  after  they  leave  school." 

Within  tlu  alic<idy-expcrienccd  labor  forccof \oung  men.  vearsof 
job  tenure  aie  important  in  reducing  the  likelihood  of  unemploy- 
ment uhen  the  national  unemployment  rate  is  using  and  la\offsaie 
o((uriing  throughout  the  economy. Indeed,  the  la(k  of  senioiity 
among  young  people  is  one  of  the  reasons  for  the  cNciual  sensitivit> 
o^  their  unemployment  during  economic  downturns.  Howe\er.  e\en 
when  the  naMonal  unemplovment  rate  is  low  and  few  layoffs  are 
(Kcurrmg,  it  appears  that  job  tenure  does  not  i  educe  the  likelih(X)d  of 
a  layoff  among  young  black  men/'  One  reason  is  that  black  youth  are 
concentrated  in  occupations  and  industiies  whuh  even  in  "good 
times"  [)iovide  unstable  job  op|X)rtunities.  in  fact,  a  considerable 
part  of  youth  labor  market  problems  arises  because  the  jobs  youth 
(and  especially  minority  youth)  hold  aredispro})ortionately  low  skill. 
Su(h  jobs  require  little  investment  (iii  the  form  of  recruitment  oi 
tiaining  costs)  on  the  part  of  employers,  and  employees  feel  free  to 
(|uit,  knowing  that  another  "dead-end"  job  will  be  easy  to  find.  Thus. 
Work  experience  mav  be  no  protection  against  unemplovment  if  it 
does  not  involve  on-the-job  training. 

Attitudes 

Fmiiloyers,  whether  o*^  not  they  are  k)oking  for  workers  with  special 
skills,  do  want  then  employees  to  have  (ertain  attitudes  and  work 
habits.  Sucli  cliaracteristics  as  a  neat  appearance,  a  respectful 
demeanor,  an  interest  in  the  type  of  work  a  fiim  is  doing,  and  a 
general  alertness  are  found  to  Ik*  important  in  the  hiringdecisionsof 
employers. *2  As  reasons  ior  not  hiring  youth,  employers  frecjiiently 
cite  imin^'unty,  instability  and  high  tur!iovei.^H)f  course,  it  may  Ix' 
that  a  \  icious  circle  occurs,  youth  are  confined  to  low-paid,  dead-end 

^^Slr  phfiisoii  {I)f'(('inlM'i  1979)  1  ht  hmv,'H'ixx\viU'i  tsof  lujiiudik  uliik'  nndiool.irc 
(iis(  iisscd  in  (.ii.i))i('r  H  Sui  vevs  of  (inns  do  iiulit  <iio  ttuit  (  XfH'rtrtK  p.ittu  iti.iriv  in  (he 
s.inu' in  .1  rcLiicd  ix<up,UJ{>i),  ts  <i  prcfcrrni  ( li.ir.irU'nsiu  .nnong  j(»b applu ams  S<r 
Di.niuiiKi  Jiui  Hnirosi.in 

*"jf»lui  (.i.i<iM}.  "Oniirnsioii<i  of  Youth  l'jH'Miph)\mcML"  m  I'  S  IVp.irtMU'iii  of 
ImiIxh  (.nrrrr  fhrrsholds,  \'l  ( VVdshiiij^lon,  I)  (,  I'S  Dcpdrltmnl  of  1  .aUir ) 
( )si<  nii.in  1 1978} 

^■^l  ViHoii  4  (  <tl  Paul  OMrnn.ni  ^  ooih  I ..lixii  M.irkc (  Siruc turr,'  No  2h(Bosioii 
Hnsi(»n  I  iiiMiMiv  1)(  p.it ifiu'iii  of  1  (on(}inu*«.  iNovonlxi  1978) 

*M>j.»moii(l  .uul  lW'(iif»st<iii,  I  S  HuHMUof  I  .iIkh  St.uisius.  )  onih  I 'Krmplfiytnrnt 
and  Mininitftn  W  nift*s,  WuWvtMi  M>')7  ( VViJshinijion.  I)  (.  I  S  (»<i\cninu'ni  IMimin^ 
Ohio.  1970) 
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complete;  liit-y  liavc  proven  liicii  iiiireiiabiiiiy 

Al.ema..^dy,  „  ,„ay  Ik-  ,l,a,  employer  pc-uep,..,,,,  ol  ^.,u,h 
rd^/ir         '  '•r^^"^^"-'  '^'"J^  "I  j.,l,s  >o.nl,  I.0I.I 

anuly  re.s,.,ns.b.l.„es.  young  people  may  .hoosc  a  l.les.yle  ,1,.,, 
."ax.m.zes  leisure  tune,  workmg  prmiar.ly  Ix-cause  they  .e.M.u 
.ncme  fc.  siMr.f.c  pu.poses.  Ix-eause  .Ley  a.e  urged  .0  do  s , 

parents  or  k..ause  .hey  value  .l,e  social  nueract.on.  Ac coMl.nJ,.  1 
v■^ew  you.h  pass  .hroogh  a  •mo.a.or.un,  per.od  '  wlu.l,  n.u 
subsides  as  diey  mature." 

Whde  ,t  .s  clear  that  employers  view  young  apph,  ants  unl,  so„„ 
su  p.r..,n.  there  .s  ht.le  d.rect  evidence  on  youth  att.tudes.  11.  , 
wh,.  h  exists  suggests  that  d,e  v.ew  of  youth  as  unconunn.ed  .nul 
m. re  .able  uo.kers  .s  overstated.  Controlhng  for  the  on  npafons  u. 
wluc^h  people  are  employed,  the.e  are  virtually  no  diffeu-n.  es  !,> 

n  absenteeism  nor  n,  v.eus  on  what  makes  a  job  at.ta.tne  |.„ 
msUMce.  both  youth  mkI  adults  clesue  to  do  n,eann,gful  th.nJs 

w.n    .n,c  Ic-ctual  stnnulat.on.  '  and  "a  chance  fo.   p     t.  d 

file  nil  '  T  y-"'  P'o  ...n,: 

'  V:     ' ^"''V*''''''"''''^'y''''''*?P'^"P'earenK,remotu.„.,nn 

X:;re;:      ^^^^'^^  <"  ■  

Willingness  to  Accept  a  Job 

Oneof  ,be  .eascns suggested  for  unemployment  among  youth  ,s  th. 
imwdltngness  toaecept  employn.ent  at  thegon.g  wage  Acronhn.  ,0 
.h.s  v.ew  son,e  proportmn  of  youth  unemployment  is  "v  ,1       '  •■ 
Ix-cause  av;,dal)le  jobs  are  1  ejected 
The  wdhngoess  .0  a.cep,  a  job  offer  depends  la.gelv  upon  .lu- 

pros,K-c  ts  (or  the  future)  compared  to  actual  or  perce,^ed  ai.e,  n.un,. 
oppouun.t.es.  An  .nd.vulual's  estnnate  of  the  worth  of  hts  o,  h. 
aUernat.ve  uses  of  tune  .s  called  the  "reservation  wage  •  \o..,h 

H:p:t:::;::::r-Ci:r;;;T.l:::;^   
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unemployment  may  occur  if  their  reservation  wages  are  higher  than 
the  wages  ihey  can  actually  command  m  the  labor  market. 

Empirical  evidence  on  the  reservation  wages  of  young  people  is 
sketchy  at  best.  One  kind  of  evidence  which  supports  the  contention 
that  unwillingness  to  accept  a  job  is  not  a  major  source  of  youth 
unemployment  is  that  youth  typically  take  the  first  job  they  are 
offered.  One  study  found  that  78  percent  of  successful  young  job 
seekers  took  the  first  job  offered.**' Another  study  found  that  90 
percent  of  bot.'^  black  and  white  male  job  seekers  took  the  first  job 
offered  and  t!  at  the  reservation  wage  of  youth  adjusts  downward  (he 
longer  they  search  for  work.*^  These  studies,  however,  are  based  on 
limited  samples  and  their  general  validity  has  not  been  established. 

On  the  other  hand,  there  is  some  evidence  that  voung  people's 
reservation  wages,  as  manifested  by  their  occupational  aspirations, 
may  be  too  high.  One  study  found  that  59  percent  of  young  white 
males  and  52  percent  of  young  black  males  aspire  to  professional  or 
technical  careers,  whileonly  15  percent  of  all  employed  males  work  in 
these  fields.** 

There  is  also  limited  evidence  to  support  differences  in  attitudes 
between  minority  and  white  youth  toward  the  acceptance  of 
lowpaying  menial  jobs.  One  study  reports  that  the  wage  expectations 
of  blacks  aged  16- 19  were  15  cents  per  hour  higher  than  whites  of  (lie 
same  age  and  more  than  30  cents  higher  than  what  the\  <  ned  at  their 
last  job.*^  As  one  author  described  the  situation.  "But  for  the  inner 
city  black  youth  with  high  aspirations  and  real  doubts  about  his 
prospects  in  the  labor  market  [low-wage]  jobs  are  very  easily  viewed  as 
'deadend,'  offering  the  spector  of  a  permanent  position  at  the  bottom 
of  the  social  order. 

Reservation  wages  may  be  high  too  because  of  the  existence  of 
alternative  sources  of  income.  Employment  in  the  subeconomy— for 
instance,   fencing   stolen   merchandise,   hustling,   pimping  or 

«K)sirrtnan  (Novembrr  1978).  ^ee.ilvi  H>lan  l.cwis  d  al  .  ifnf^rnvtrjf^  hmphyment 
Opportumtif^  for  Female  [Mack  Teenagers  nt  Sew  Yntk  City  {W'Ashint^um.U  (,  l  -  S 
Dcpariincin  nf  Ldhor.  Linployinctu  and  rraining  Adminiifraium.  '977) 

♦^Siaiilrv  SlephenvHi.  "  1  he  kr(»nf>mi(  s  ^}i  ^  ouih  Scare  h  Behavior.  Rn>ieu'  of 
hcnmnnics  and  StatiUics,  \  o\  I. VIII.  No.  I  (^(•hruarv  1979} 

**J(»hii  C»rass<>  and  John  Shea.  Vocational  f.dncatton  and  f ramm^  hnpad  on 
)  outh  (Bcrkelrv  The  (^irncfijic  CUmncil  on  VoUc\  Snuhcs  m  Higher  Fchirauon.  1979). 
vr  also  Andrew  Silk.  "Is  Ii  Me  or  chr  S>sirm5— I  he  Amhualenre  of  Youth 
rnnnploymeni.'"  Internal  Rep<ni.  Kdna  NhO^nnell  Clark  l-oundaiion  (Novemtvr 
1978) 

"Paul  1)  Haiin  and  I'.ivii  M  R\sravaKe.  "l.owenng  Y()inh  I'lUMnplovmciH  How 
Much  and  Al  What  iMy^O^  tn  I'S  Dcparnnrni  oi  Ut)or.  Conference  on  Youth 
Vnemplnyment  its  Measurement  and  Afeannt^  (1978) 

*<>K  Andersini  tr)  Anderson  and  SawhiH  (1980) 


62 


59 


trafficking  in  drugs— 15  one  such  source,  h  has  been  sugRcsu  W  (ha( 
the  subeconomy  is  a  major  source  of  ujcome  for  young  mm  ni  m  ban 
centers.'* 

Welfare  and  other  income  mamtenance  payments  are  a  seumd 
source  of  income  tiiat  may  reduce  the  willingness  of  yomh  (o  woik. 
While  relatively  few  teenagers  receive  unemploymeni  iHiiehis.^? 
teenagers  may  be  affected  by  the  transfer  payments  available  (ooihn 
family  members.  The  evidence  on  this  issue  is  mixed.  One  suidy 
found  that  increases  in  nonearned  income  reduce  work  effuu  among 
20  to  24  year  old  men  and  women  by  only  small  anioum^.*'^  In 
contrast,  a  study  of  the  Seattle  and  Denver  income  mainienaiue 
experiments  found  significant  reductions  in  work  efloii  anxing 
youth  who  do  not  head  families  and  these  reductions  weie  u  lait  il  to 
the  receipt  of  income  transfers." 


One  reason  that  youth  have  higher  unemployment  rates  than  adults 
is  simply  because  they  are  more  likely  to  be  new  entrants  to  the  labor 
force  and  to  move  frequently  among  employers  before  settling  down 
into  a  more  permanent  career.  In  1977,  for  example,  about  70  percent 
of  unemployed  teenagers  but  only  about  40  percent  of  unemplcned 
adults,  had  recently  (re)entered  the  labor  force.  Also  in  that  year  about 
one-third  of  16-24  year  old  men.  in  contrast  to  about  one-quarter  of 
older  men  (25-44).  worked  for  more  than  one  employer.  Still,  a  spell  of 
unemployment  need  not  accompany  labor  force  (re)entry  or  job 
changing.  A  person  out  of  the  labor  force  may  hear  of  a  job  and 
become  employed  without  ever  having  actively  sought  work.  In 
addition,  there  is  evidence  (cited  below)  that  many  workers  move  into 
the  labor  force  and  between  employers  without  becoming  unem- 
ployed. 

A  major  part  of  the  black/white  differential  in  unemployment  can 
be  traced  to  the  difficulty  that  minority  youth  have  in  making  suc- 

*'P.iul  RiiihHk,  Aspimttonvs  OppnTtuntty/'Carrrrs"  tnthr  Inurr  (.it\  (Aim  Aiixn 
hishhiHMjf  \.A\xn  diid  riidushMl  RHaiions.  1972), 
"In  ihi  iM.o  l076(.iirrrniPf,|nilan<iii  Survey. only  10|KM(eiUofiiiinn|iloMnr  iH  out- 


Sun\v\  M.islrrs  aiu\  Irxin  (.jihiikrl.  hUimntinf(  thr  l.nhnt  Snfff?l\  i  nf 
tntomr-Mnintrnamr  ,Utf'Tuntivrs{\vv.  \n\k  Afddnnir  Piess.  |'»77)  i  his  shuK  u.is 
hdsni  Oh  \Uv  l%7  Stir\<'\  <,{  Hoikhiik  Op^xuiiiiiUv  and  die  l')72  |*,itir  1  Smdv  <»| 
liKoin  -  l)>n<iiiii<  s 

^^Rnhdrd  W  WvsL  rhr  /.ffrHs  nf  Ihr  Senlfir  ami  Druvrr  hunwr  Moinhnnfnr 
hxprrnnrnU  rm  thr  i  nhnr  Supph  of  Ytmnfi,  i\i>iihra(i\.  p.ijx  i  picpjitd  fm  iIh  I  S 
DqMrtiiKiK  of  \U\tUU,  FdtK.uioii  .uui  Wrif.iir  (June  1978) 
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cessiul  transitions,  either  into  the  labor  force  or  jctween  employers. 
Black  youth  are  less  likely  to  find  a  job  without  active  search;  that  is, 
they  are  less  likely  to  move  directly  from  being  out  of  the  labor  force  to 
being  employed.  Also,  while  black  youth  are  no  more  likely  to  quit  a 
job  than  whites,  they  are  more  likely  to  quit  into  unemployment. 
Finally,  once  unemployed,  young  blacks  spend  a  longer  time  than 
young  whites  searching  for  work.** 

Whether  a  young  person  becomes  unemployed,  or  remains 
unemployed,  depends  in  part  upon  the  amount  and  quality  of  the 
labor  market  information  that  he  or  she  has  at  hand.  Clearly,  even  if 
youth  have  no  employability  problems,  they  must  know  where  and 
how  to  look  for  work.  There  is  good  evidence  that  minority  youth  and 
persons  from  low-income  families  tend  to  usejobsearch  mechanisms 
that  differ  from  their  white/nonpoor  counterparts.  They  rely  more  on 
formal  mechanisms,  such  as  want-ads  and  public  employment 
services;  by  contrast,  white  youth  and  persons  with  higher  incomes 
use  "informal  methods,"  such  as  contacting  employers  directly  or 
asking  friends  and  relatives  about  available  opportunities.*^  At  the 
same  time,  surveys  of  persons  and  of  firms  indicate  that  the  most 
effective  means  of  looking  for  work  is  by  direct  application  to  the 
employer  or  by  contacting  friends  or  relatives."  Of  course,  simply 
altering  the  job  search  methods  used  by  minority  and  low-income 
youth  will  not  necessarily  be  sufficient  to  reduce  their  unemploy- 
ment. Certainly  the  use  of  friends  or  relatives,  for  example,  is  only  as 
effective  as  the  knowledge  of  the  labor  market  that  those  friends  and 
relatives  have. 

Some  portion  of  the  unemployment  differential  between  age 
groups,  and  within  the  youth  population  between  the  races  may  also 
be  attributable  to  young  people's  lack  of  occupational  information. 

"See  Osirrman  (1978).  Ronald  Ehrenberg.  "The  Demographic  Siruciure  of 
Unemployment  Rates  and  Labor  Market  Transition  Probabilities."  paper  prepared  for 
the  NCEP  (February  1979).  John  Antosand  Wesley  Mellow.  The  Youth  Labor  Market 
A  Dynamic  Overview  (Washington.  D  C  U.S.  Department  of  Labor.  1978);  Kim  Clark 
and  Lawrence  Summers.  The  Demographic  Compoutton  of  Cyclical  Vartations  tn 
Employment  (Washington.  DC'  U.S  Department  of  Labor.  Of/ice  of  the  Assistant 
Sccreiary  of  Policy.  Evaluation  and  Research.  1979} 

^For  example,  in  the  National  Longitudinal  Survey^,  16  percent  of  black  young  men 
but  10  percent  of  whites  use  a  public  employment  agency,  and  40  percent  of  the  whites, 
but  22  percent  of  the  blacks  contacted  employers  directly  (U  S.  Department  of  Labor. 
Career  Thresholds,  Vol  i  (Washmgton.  DC.  U.S  I>partmeniof  Labor]).  See  also. 
Leigh  and  Rawlins.  Bullock.  Osterman  (November  1978) 

*^See  Harvey  Hitaski.  "How  Poverty  Area  Residents  Look  for  Work."  Monthly 
Labor  Heinruf,  Vol.  94.  No.  3  (March  1971).  National  Chamber  Forecast  and  Survey 
Center.  "A  Survey  of  Federal  Employment  and  Training  Programs."  (Washington. 
D.C.*  U  S  Chamber  of  Commerce.  1978) 
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Employers  indicate  that  they  prefer  to  hire  people  who  fw\e  simw 
basic  knowledge  and  interest  in  the  type  of  work  for  wliu  ii  ihrv  arc 
applying.  Employers  also  indicate  that  young  people  Ikinc  mision- 
ceptions  about  alternative  occupations."  National  surveys  of  v(Mith 
report  similar  findings:  young  people  have  little  uiKleistandin^  of 
various  occupations,  the  job  tasks  embodied  in  them  ami  ihcii 
educational  requirements.  The  problem  is  particularly  seveit  ainon^ 
black  youth.*' 

But  the  extent  to  which  a  lack  of  occupational  infonnatidn  is 
responsible  for  unemployment  problems  among  youth  has  not  Inxn 
determined.  Researchers  have  not  found  that  better  occupational 
information  reduces  the  hkelihood  of  unemployment  and  theic  is 
only  sketchy  evidence  that  it  reduces  the  duration  of  the  job  search 
pericxi.^ 


5.  Conclusions 

At  the  outset  of  this  chapter  three  questions  were  posed  regarding 
unemployment  among  young  people.  Why  is  their  uiieniplovmciit 
rate  highx.'r  than  that  of  adults?  Among  youth,  why  does  the  mmority 
population  experience  greater  problems  than  the  white  popuhition 
and  finally,  why  have  the  racial  differentials  in  employment  and 
unemployment  been  worsening  over  the  past  decade?  The  eNuIt  iue 
on  these  issues  indicates  that  there  are  no  simple  answers  to  these 
questions. 

Whether  one  wishes  to  stress  preparation  (or  work  while  in  sch(K)l 
or  access  to  jobs  later  on,  it  is  dear  that  not  all  youth  are  likely  to 
experience  difficulties.  Many  young  people  make  the  transitK.n  to 
adult  roles  quite  successfully;  a  substantial  proportion  of  \outh 
unemployment  reflects  their  movement  from  school  to  work  as  well 
as  their  natural  tendency  to  move  from  job  to  job.  But  sonjc  >oiith 
unemployment  is  also  the  result  of  the  failure  of  the  economy  to 
expand  sufficiently  to  absorb  all  new  entrants  into  the  labor  foice  l  o 

"S<^.  for  example,  Lyiiton  ei  al 

**On  jn  ocrupaiional  information  (est  (hat  wasadmniistered.  44  perr cm  of  lUv  ^^  hirr 
male  hiRh  school  graduates  received  a  hiRh  score,  but  only  12  percent  of  tUv  hlu  k  men 
received  such  a  score  Among  female  high  school  graduaies/comparahlr  figures  f<,r 
white  arid  blacks  were  4*)  and  22  percent,  respectively;  US  Deparimnu  cA  l^U.r 
Cnrrrr  I  hrrshnUs.  Vn\  1,  fS  Dp|urlmrnt  of  I  alxu.  Yrars  for  Drnsum  II 
{\Vashingion.  DC  -  US  r>parimeru  of  l^bor.  1971)  See  al«»  |>hvMis  WaUmv 
L  nfmploymffit  Among  Black  Teenage  Females  in  Urban  Poverty  Snghhothood^ 
1972')  Deiwriment  of  l^bor.  Manpower  Adnumsnation  |ui.r 

•«US  iVparimem  of  l.ibor.  Car^-^T  r/irr.Wrfj.  Vol  III  (Wa^hiiigtnn.  I)  (.  US 
LKparimrnt  of  Labor),  P^rnes  and  Kohen 
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ilic  "xicni  iliai  cxisiing  jobs  arc  reserved  for  their  incunbeius  on  the 
basis  of  senioiity,  die  problem  of  absorbing  new  entrants  i$  niten- 
sihcd 

The  funem  rxpeiience  and  hi*:ioricai  iiciuls  lound  foi  niinoiiiy 
youth  are  not  j1  ly  understood.  O  ^er  the  past  several  decades  there  hai 
bcrn  a  confluence  of  events  that  seems  lo  have  affected  liicir  lal)c)i 
market  position.  Fust,  part  of  the  widening  employment  gap  between 
buick  and  whiic  youth  is  due  lo  (he  intieasin,i;nuinhei  of  hlac  k  yotiih 
who  are  enrolled  in  school,  in  addition,  tlieie  have  been  shifts  iii  the 
industrial  structure  of  the  economy  that  have  eliminated  jobs  in 
which  minority  youth  weic  disproi)oriionately  employed. This  trend 
has  been  exacerbated  by  an  increasing  supply  of  white  youth  (and 
possibly  older  women  and  undoetimented  workers)  from  whom 
employers  could  also  choose  tlicir  new  workers.  Concomitant 
increases  in  legal  and  social  minimum  waires,  along  with  fear  of 
bciiig  found  in  violation  of  antidiscrimination  laws,  may  also  have 
made  employtrs  increasingly  reluctant  to  hire  black  youth.  Finally, 
the  aspiiations  and  expectations  of  black  youth  may  have  ocen 
increasing  at  a  more  rapid  pace  than  their  qualifications. 

As  with  these  long-term  trends,  there  apjxars  lo  be  no  one  cause  of 
the  employment  difficulties  of  totiay's  mniority  youth.  Relative  to 
their  whii«»  counterparts,  these  young  people  have  educational 
deficits?  They  also  do  not  have  access  to  ihc  informal  contacts  which 
help  people  secure  good  jobs.  Finally,  problems  of  discrnnination 
continue.  Subjective  evaluations  play  an  important  role  in  hiring 
decisions  and  it  appears  that  similarly  (qualified  minority  and  white 
youth  are  not  treatf'd  in  a  similar  fashion. 
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Senator  Hatch.  I  have  a  lot  of  other  questions  for  the  Depart- 
n...U,  and  we  certainly  appreciate  you.  Mr.  Secretary,  taking  time 
from  your  busy  schedule  to  be  here.  We  appreciate  the  cooperation 
that  you  h-^ve  given  to  this  committee  in  the  past  and  we  know 
that  you  will  be  very  helpful  in  the  future. 

You  have  indicated  that  you  feel  that  you  ought  to  wait  until  the 
Cor.::iiis3ion  makes  its  report.  Can  you  tell  me  about  what  percent- 
age of  the  workers  in  this  Nation  are  unionized? 

Secretary  Donovan.  Somewhere  between  24  and  26  percent — 
well,  he  is  saying  it  is  as  low  as  20  percent.  The  latest  Bureau  of 
Labor  Statistics  figures  on  union  membership  was  22,698,000  in 
1978.  That  was  24  percent  of  total  employment  at  that  time. 

Senator  Hatch.  As  low  as  20  percent.  Some  people  pointed  out 
that  the  Commission  itself  may  be  somewhat  overweighted  towards 
that  particular  point  of  view,  so  I  hope  you  will  take  that  into 
consideration  as  well. 

Secretary  Donovan.  We  will  take  that  into  consideration. 

Senator  Hatch.  The  Chairman  of  the  Commi?5sion  himself  has 
never  varied  from  that  point  of  view,  as  I  understand  it,  and  at 
least  three  others  of  the  seven-member  Commission  have  that  par- 
ticular point  of  view.  So,  I  v/oc\d  like  you  to  take  that  into  consid- 
eration along  with  everything  elst  that  we  are  asking  here  today. 

Is  it  possible,  Mr.  Secretary,  to  perhaps  have  a  report  back  to  the 
committee  within  a  relatively  short  ,  riod  of  time,  so  that  we  can 
proceed  with  further  hearings  on  this  matter  and  continue  to  see 
what  we  can  do  to  resolve  this  serious  problem  of  youth  unemploy- 
ment, and  especially  black  and  minority  youth  unemployment? 

Secretary  Donovan.  We  will  do  it  as  quickly  as  possible.  We 
recognize  the  seriousness  of  it. 

Senator  Hatch.  Could  you  give  me  some  indication  of  the  time 
frame?  Could  you  do  it  within  6  weeks? 

Secretary  E)onovan.  I  do  not  know  the  size  of  the  workload  to 
fulfill  your  request,  frankly. 

Senator  Hatch.  What  is  your  estimate  of  it? 

Mr.  Berrington.  If  the  question  refers  to  the  Labor  Department 
activities  as  opposed  to  the  Minimum  Wage  Study  Commission,  I 
suspect  that  the  compilations  that  you  requested  can  be  done 
within  that  period  of  time,  and  we  can  certainly  make  a  good  start 
on  the  more  analytical  pieces  that  you  have  requested. 

Sen.itor  Hatch.  Well,  that  would  be  beyond  the  time  when  the 
Commission  should  have  its  report  back.  Why  do  we  not  make  it  2 
months,  or  thereabouts,  and  give  you  some  extra  time? 

Also,  what  I  would  hope  is  chat  we  could  have  a  report  back  to 
the  committee  of  the  findings  and  conclusions  of  your  Department 
and  yourself,  say,  within  the  next  2  months.  Would  that  be  possi- 
ble? 

Secretary  Donovan.  Yes;  that  is  adequate,  I  believe. 

Senator  Hatch.  If  you  need  any  more  time,  we  will  be  happy  to 
certainly  work  with  you  on  that, 

I  have  a  number  of  other  questions,  but  my  time  is  up.  Thank 
you. 

Senator  Nickles.  Thank  you.  Senator  Hatch. 
Senator  Kennedy? 
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Senator  Kennedy  Would  you  include  in  that  report  the  number 
of  man-hours  or  woman-hours  it  took  to  do  the  report  and  also  its 
cost  to  the  Labor  Department. 

Senator  Hatch.  I  am  sure  that  will  be  minimum,  compared  to 
what  it  has  been  in  the  past  for  others. 

Senator  Kennedy.  We  have  heard  a  lot  about  Government  pa- 
ralysis by  analysis  and  I  think  we  ought  to  find  out,  in  terms  of  the 
request,  what  it  is  going  to  cost  the  Labor  Department  to  do  that 
and  over  what  period  of  time. 

Senator  Hatch.  Would  the  Senator  yield  for  a  question? 

Senator  Kennedy.  Well  

Senator  Hatch.  Just  for  one  little,  tiny  comment? 

[Laughter.] 

Senator  Kennedy  I  will  yield. 

Senator  Hatch  I  tend  to  agree  with  Senator  Kennedy.  We  have 
too  many  commissions  and  too  many  studies,  and  they  cost  the 
taxpayers  an  awful  lot  of  money.  Most  of  them  have  occurred  over 
the  last  50  years.  Frankly,  we  have  just  blown  so  much  dough 
around  here  ^•ying  to  figure  a  solution  to  a  problem  that  is  really 
relatively  easy  to  figure  out,  and  that  is  that  our  youth  are  getting 
killed  in  this  country  because  we  will  not  look  for  new  ideas.  That 
is  the  problem. 

Senator  Kennedy  When  you  are  doing  the  review,  perhaps  you 
will  take  a  look,  Mr.  Secretary,  at  Senator  Williams'  bill  that 
addressed  the  problem  of  youth  employment  last  year.  It  was  en- 
dorsed by  the  Republican  Policy  Committee  in  the  House  of  Repre- 
sentatives. I  think  there  were  only  50  votes  against  it  in  the  whole 
House  of  Representatives;  it  had  strong  bipartisan  support  there, 
and  strong  bipartisan  support  on  this  committee,  as  well. 

But  given  the  time  frame  that  we  were  faced  with  here  in  this 
committee— and  I  was  not  here  during  much  of  that  period  of 
time— that  there  was  a  decision  made  that  we  were  not  going  to 
consider  it  until  we  had  an  opportunity  to  consider  the  submini- 
mum.  That  was  the  position  of  a  small  group  f  individuals  on  this 
committee  and  in  the  Senate. 

But  what  was  adopted  in  this  committee  recognized,  I  think,  one 
of  the  very  important  points  which  you  have  underlined  and  which 
I  would  agree  with,  and  that  is  the  complexity  and  the  difficulty  of 
this  particular  issue  and  that  there  are  no  easy,  quick  answers. 

H.  L.  Mencken  said  that  for  every  complicated  problem,  there  is 
a  simp^**.  easy  answer  and  it  is  wrong.  I  think  you  correctly  stated 
here  this  morning  that  before  you  were  prepared  to  embrace  any  of 
these  concepts,  you  recognized  the  difficulty  and  the  complexity  of 
these  issues  and  you  were  going  to  make  sure  that  you  get  the  best 
existing  analyses,  as  well  as  the  reports  that  are  already  onstream. 

In  reading  through  this  report,  we  see  that  after  hours  and  hours 
of  hearings  on  the  problems,  we  are  discovering  many  reasons  for 
youth  unemployment. 

But  just  in^th^  introduction  and  the  need  for  legislation: 

What  lies  beneath  the  statistics  is  a  matter  of  even  more  critical  concern— the 
.stark  reality  that  many  unemployed  youths  lack  the  proficiency  and  basic  skills  in 
readmfc  and  writing  and  computing  They  are  also  unprepared  m  attitude,  habits 
and  training  to  enter  the  work  place  Emp'oyer  after  employer  cited  the  lack  of 
adequate  training  for  a  joo,  msunicient  instruction  m  the  "basic  skills,  and  the 
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absence  oi  a  rt'spon^ibit-  attitudr  as  major  rcasoii>,  (or  a  Voutfilul  ptTMin  s  tailurt-  in 
a  job  setting 

Then  it  continues  to  try  to  address  those  issues 

It  seems  to  me  that  it  would  be  worthwhile,  for  your  own  under- 
standing, and  perhaps  for  all  of  us  on  this  comnriittee,  to  review 
and  look  back  at  what  was  recommended  in  the  Youth  Act  of  H)S(), 
which  I  think  would  have  moved  us  much  further  along  toward 
trying  to  deal  with  some  of  these  flow  lines  and  trend  lines  which 
are  measured  on  a  chart,  but  are  also  measured  in  enormous 
human  tragedy  and  loss  and  despondency  and  crime  and  other 
factors. 

So»  I,  as  Senator  Williams*  would  be  interested  in  some  of  the 
particulars  that  you  have  raised  here  with  regard  to  enforcement 
and  how  you  would  ever  expect  to  establish  that  kind  of  a  mecha- 
nism. Also,  what  it  is  going  to  take  to  assume  that  there  would  not 
be  the  displacement  of  the  older,  more  skilled  worker,  by  substitut- 
ing a  younger  worker  for  a  head  of  a  household  who  is  attempting 
to  provide  for  the  members  of  his  family. 

You  have  indicated  that  you  were  not  interested  in  building 
another  wing  to  the  Labor  Department  there  with  additional  bu- 
reaucracy for  this  enforcement. 

But  I  do  not  know  what  thoughts  or  what  ideas  you  have  about 
how  you  plan  to  structure  that  kind  of  a  program.  Do  you  want  to 
comment  or  would  you  prefer  to  wait  until  you  have  a  more  specif- 
ic recommendation? 

Secretary  Donovan  Well,  when  we  talk  about  the  enterprise 
zones,  I  think  that  is  a  hopeful  concept.  It  is  something  we  are 
giving  attention  to.  bringing  the  jobs  to  the  people.  I  think  that  is  a 
block  grant  approach  to  some  specific  training  for  specific  jobs, 
where  they  exist. 

Senator  Kennedy.  Have  you  had  an  opportunity  to  visit  some  of 
the  training  center  sites  at  all? 

Secretary  Donovan.  I  have  not  as  yet.  no. 

Senator  Kennedy.  I  would  hope  perhaps  that  you  might. 

Secretary  Donovan.  If  I  could  ever  get  off  the  Hill,  I  would. 

(Laughter ] 

Senator  Kennedy.  Touche.  Well,  since  we  are  going  to  have  a 
period  in  which  this  issue  will  be  addressed,  I  would  hope  you 
would  have  an  opportunity  to  visit  those  sites. 

The  Ambling  County  Skill  Center  in  my  own  State  of  Massachu- 
setts actually  received  a  Labor  Department  award  for  both  the 
placement  and  the  maintenance  of  jobs  for  school  dropouts  and  the 
types  of  profiles  that  are  measured  in  this  chart  that  I  showed 
earlier  They  are  combining  with  the  industries,  with  the  schools, 
church  groups,  and  community  organizations,  and  working  in  a 
training  atmosphere  to  give  individuals  both  some  of  the  basic  and 
essential  skills  and  training  skills. 

I  am  impressed  that  some  of  the  members  of  this  committee- 
Senator  Quayle  and  others— have  indicated  that  even  in  their  con- 
cern with  budget  restraint,  they  do  feel  that  the  training  aspects  of 
the  CETA  program  should  be  given  attention,  priority  and  support. 

I  would  hope  that  at  least  some  time  before  you  come  back,  you 
would  have  a  chance  or  an  opportunitv  to  do  this  We  have  several 


ERIC 


excellent  ones  in  my  own  State  and  I  am  sure  there  are  others,  but 
I  would  certainly  hope  that  you  would  have  that  opportunity. 

There  is  a  recent  study  by  the  National  Center  for  Jobs  and 
Justice  that  estimates  that  2.o  million  workers  are  being  illegally 
paid  less  than  the  full  minimum  wage  at  this  time  because  of  the 
Department  of  Labor's  failure  to  enforce  the  current  law. 

I  am  wondering  if  you  are  familiar  with  that  statistic  and  that 
problem,  and  what  the  Department  is  doing  about  it. 

Secretary  Donovan.  We  do  not  know  where  they  got  that  statis- 
tic. If  it  is  true,  enforcement  should  be  much  stronger,  but  I  do  not 
know  where  they  got  it  and  neither  does  Craig 

Senator  Kennedy.  Well,  I  referred  earlier  to  the  Times  story 
about  the  working  conditions  in  the  garment  industry,  where  thou- 
sands of  undocumented  workers  are  employed  in  sweatshop  condi- 
tions and  paid  rates  substantially  below  the  minimum  wage. 

Is  this  a  problem  or  is  it  not  a  problem? 

Secretary  Donovan  Craig? 

Mr.  Berrington  It  has  been  a  problem,  quite  clearly. 
Senator  Kennedy.  It  has  been  or  is? 

Mr.  Berrington.  It  is  a  problem,  and  the  Department  has  oper- 
ated special  target  enforcement  programs  in  the  garment  district 
in  New  York  and  we  would  intend  to  do  that  as  the  need  arises. 

Senator  Kennedy.  Well,  can  you  give  us  a  little  bit  more  infor- 
mation? I  mean,  what  have  you  found?  How  many  investigations 
have  you  made;  what  is  the  status  of  the  investigations?  What  is 
the  magnitude  of  the  problem? 

Mr.  Berrington.  We  can  provide  specific  data  for  the  record, 
surely.  But  in  general  terms,  what  we  have  found  is  that  a  large 
number  of  these  workshops  do  not  even  keep  good  enough  records 
for  us  to  make  a  judgment  as  to  whether  the  minimum  wage  has  or 
has  not  been  provided. 

However,  we  have  brought  legal  action  against  dozens  of  them, 
which  we  believe  is  beginning  to  have  an  impact,  though  in  no  way 
will  it  resolve  the  entire  problem  in  that  garment  district  or  others. 

Senator  Kennedy.  Well,  it  is  my  understanding,  and  it  certainly 
would  be  indicated  in  the  reports,  that  these  sweatshops  are  operat- 
ing openly  in  the  garment  district.  They  are  continually  doing  that, 
and  I  am  just  trying  to  find  out  what  the  Department  is  going  to  do 
about  it 

Secretary  Donovan.  Well,  if  they  are  operating  openly,  they 
certainly  should  be  addressed  and  closed  down  Craig  indicates  that 
there  is  a  special  task  force;  I  am  not  aware  of  it  as  yet.  But  if  it 
needs  beefing  up,  we  certainly  will  do  that 

The  word  "sweatshop"  sometimes  leaves  a  lot  to  be  interpreted. 
If.  by  that,  you  mean  they  are  being  paid  under  the  minimum, 
certainly  they  are  breaking  the  law  and  they  should  be  prosecuted. 

Senator  Kennedy.  Well,  I  am  trying  to  get  some  sense  of  the 
urgency  felt  by  the  Department  itself  and  how  they  feel  about  this 
problem.  These  allegations  and  charges  indicate  that  they  are  oper- 
ating openly  that  they  virtually  are  equal  to  the  kind  of  sweat- 
shops that  existed  in  many  parts  of  the  country  20,  80,  40  or  50 
years  ago.  You  know,  there  are  hazardous  conditions  and  dangers 
with  regard  to  fires;  very  significant  exploitation  of  child  labor  law 
regulations  and  other  violations  of  the  law. 
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We  have  seen  it  on  television;  we  have  read  about  it  in  the 
newspaper.  We  have  had  estimates  by  at  least  one  study,  and  I  will 
make  that  available,  Mr  Secretary,  that  there  are  more  than  2.5 
million  workers  now  being  paid  less  thar  the  full  minimum  wage, 
in  clear  violation  of  the  law.  That  exists  today,  and  I  am  just  trying 
to  find  out  about  your  sense  of  indignity  about  this. 

Secretary  Donovan.  I  am  very  indignant,  but  this  did  not  all 
start  in  the  last  5  weeks,  I  trust,  since  we  came  here. 

[Laughter.] 

Senator  Kennedy.  That  is  right,  and  so  I  am  interested  in  wheth- 
er you  are  doing  something  about  it. 

Secretary  Donovan.  We  have  and  we  will,  and  if  it  means 
strengthening  it,  we  will,  sir. 

Senator  Kennedy.  The  fact  of  the  budget  cuts  in  terms  of  your 
own  Department,  how  will  that  reflect  the  effort  to  respond  to 
enforcement? 

Secretary  Donovan  Are  you  talking  about  reduction  in  force? 
Senator  Kennedy  Yes. 

Secretary  Donovan.  It  is,  in  my  view,  frankly,  a  very  minor 
reduction  in  force.  We  have  23,000  employees  and  there  is  a  reduc- 
tion of  about  1,200  across  the  board  and  across  the  country.  It 
should  have  no  effect,  and  I  am  convinced  that  there  is  a  need  for 
more  productivity  and  efficiency  in  this  Department  and  it  can 
more  than  make  up  for  that  reduction  in  force. 

Senator  Nickles.  Senator  Kennedy  

Senator  Kennedy.  My  time  is  up.  Just  a  last  comment  on  this 
subject,  if  I  could. 

I  would  like  to  ask,  when  you  do  come  back  here,  that  you  give 
us  a  report  on  at  least  the  nature  of  this  particular  violation  of  the 
law  and  what  the  Department  is  doing  about  it. 

[The  information  referred  to  follows:] 

(  OMPRF.HENSIVE  INVESTIGATIONS  BY  THE  WaOE  AND  HoUR   DIVISION  OF  THE  US 

Department  of  Labor 

The  Wage  and  Hour  Division  of  the  US  Department  of  Labor  hah  conducted 
comprehensive  invehti^ations  of  the  often  publicized  sweatshop  conditions  which 
eX!  he  New  York  City  garment  manufacturing  industry  The  Wage  and  Hour 

Di\  ,s  responsible  for  the  enforcement  of  minimum  wage  and  overtime  stand- 
ards, child  labor  regulations,  and  related  recordkeeping  requirements  of  the  Fair 
Labor  Standard^  Act  as  these  standards  are  applied  to  the  garment  industry  m  New 
York  Uity  As  a  means  of  detecting  violations  of  these  standard,  a  Chinatown  strike 
force  was  established  which  targeted  the  garment  industry  for  the  focus  cf  a 
concentrated  enforcement  effort 

The  Chinatown  strike  force  was  initiated  in  PVbruary  11)71)  and  resulted  in  over 
100  invpf.tigations  Of  these.  12S  disclosed  -lolations  of  the  FLSA  Eighty-five  sepa- 
rate civil  injunctive  actions  were  filed  in  U  S  District  Court  Two  ciVil  contempt 
actions  were  also  filed  against  Chinatown  firms  previously  found  in  violation  of  the 
Act  alleging  failure  to  come  into  compliance  Violations  of  the  minimum  wage, 
overtime,  child  labor,  and  retordkeep.ng  ren*^  r^ments  were  found  The  widespread 
recordkeeping  violation^  made  it  difficult  to  determine  the  amount  of  back  wages 
due  employees  Kven  ^o,  1^.000  was  found  due  207  employees  Compounding  the 
problems  encountered  as  a  result  of  recordkeeping  violations,  the  Chinese  workers 
in  the  affected  firms  w  re  reluctant  to  speak  with  investigators  The>  feared  em- 
ploye! reprisals,  expeciallv  the  loss  of  their  job 

Other  concentrates  enforcement  efforts  have  been  utilized  in  arras  of  the  country 
and  in  industries  wiich  are  known  to  be  in  frequfnt  violations  of  the  labor  laws 
The  garm*»nt  mdiist  '\  was  the  target  f^f  strike  force  operations  m  northern  New 
Jersev,  RrookUn.  thr  Bronx,  and  his  Angeles  The  Los  Angeles  strike  force  effort 
began  in  March  1U.*^0  Vore  than  investigations  were  conducted  with  monetary 
findings  of  $f;:)^.lMHl  di,e  nearly  1,100  employees  Kmplovers  initially  agreed  to  pay 
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nearly  .<  100.01)0  m  back  wa^es  with  the  rest  bein^  bought  through  !ltl^^u.on  by  the 
Department  Suits  were  filed  a^'aiM^t  five  firms  seeking'  to  permanentiv  enjoin  them 
from  future  violations  of  the  Pi,SA 

Other  strike  force  efforts  have  bt^en  undertaken  in  Houston,  Dallai»  Port  Worth 
Ml  anu,  Kastern  Mais.sachusetts  and  alon^  the  Kiist  coast  involving  such  industries  ,ls 
restaurant.s,  manufacturing,  construction,  hotels  and  motels,  and  agriculture  A 
Farm  Latxir  Contractor  Registration  Act  strike  force  was  utili/ed  effectively  as  an 
enforcement  tcKjl  altjn^  the  Fast  coast  resulting  in  more  than  SI  million  in  recom- 
mended civil  monev  penalties  and  back  wages  found  due  A  concentrated  enforce- 
ment effort  has  recently  been  concluded  in  Miami  with  M  S  million  in  underpay- 
ments and  2  million  m  agreements  to  pav  Another  effort  is  currently  underwjiv 
in  the  garment  district  of  New  York  City  This  will  serve  as  a  follow-up  to  our 
original  involvement  m  that  industrv  during  fiscal  vear  VM^i  and  early  1!)>0 

Concentration  of  enforcement  activitv  by  the  Wage  and  Hour  Dp  ision  is  specific 
geographic  areas  involving  targeted  industries  has  proven  to  be  cost  effective  and 
extremely  productive  Although  the  garment  industry  has  received  considerable 
publicity,  other  industries  have  also  been  found  to  have  widespread  violations  of  the 
FI>SA  Over  "i  million  h.is  been  found  by  strike  force  teams  in  the  two  years  that 
this  enforcement  tool  ha>  been  used  Well  over  ^'A  million  has  been  returned  to 
employees  with  addition.! I  restitution  lr)rthcoming  as  a  result  c-f  litigation  activity 
b*/  the  Department 

Senator  NiCKLES  Thank  you.  Senator  Kennedy. 
Senator  Quayle*^ 

Senator  Qcayle.  Thank  you,  Mr  Chairman  First  of  all,  I  want 
to  commend  you  for  holding  these  hearings  and  searching  for  alter- 
natives to  the  youth  employment  problem  that  we  have  in  this 
country. 

Mr  Secretary,  reading  your  statement  and  listening  to  your 
answers  to  the  questions,  I  understand  that  you  are  definitely  not 
going  to  take  any  kind  of  a  position  until  after  this  Minimum 
Wage  Study  Commission  report  comes  out  in  May  as  far  as  a  youth 
differential  Is  that  correct? 

Secretary  Donovan,  Yes,  except  to  say,  as  I  said  in  my  testimo- 
ny. Senator  Quayle  

Senator  Quaylk  Conceptually,  you  favor  it 

Secretary  Donovan.  We  support  the  concept  of  the  subminimum 
wage  But  on  specific  legislation,  that  is  correct;  we  need  more  time 
to  study  it 

Senator  Quaylk.  Assuming  that  there  is  no  damaging  informa- 
tion by  the  Minimum  Wage  Study  Commission  or  it  does  not  shed 
any  more  controversial  light  than  what  we  have  right  today,  do 
you  anticipate  shortly  thereafter  the  administration  coming  for- 
ward and  '.upporting  the  subminimum  wage? 

Secretary  Donovan  Rather  than  looking  at  the  negatives,  we 
are  really  looking  at  what  we  can  positively  suggest  to  you  as  a 
comprehensive  answer  to  the  problem  If  the  problem  still  exists 
and  the  negatives  are  what  we  understand  them  to  be  now.  yes,  I 
would  say  we  would 

Senator  QirAVLE  Well,  you  do  not  think  that  there  is  going  to  be 
any  tremendous  turnaround  in  youth  unemployment  in  the  next 
couple  of  months*^ 

Secretary  Donovan  Oh.  no 

Senator  Qi'Avi.K  I  mean,  it  is  still  going  to  be  a  very  negative 
issue  and  there  are  going  to  be  a  lot  of  young  people  that  are  going 
to  be  out  of  work  in  May  You  know,  you  say  that  conceptually  you 
favor  this,  you  want  to  wait  lor  this  information  But  it  looks  like 
we  are  on  the  road  to  your  formal  recommendation  of  a  vouth 
differential  Would  that  be  a  correct  statement'^ 
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Secretary  Donovan.  That  is  a  correct  statement,  yes. 

Senator  Quayle.  OK.  Will  the  administration  be  proposing  any 
increase  in  the  minimum  wage  itself? 

Secretary  Donovan,  It  has  not  been  addressed. 

Senator  Quayle.  Do  you  think  it  will  be  addressed? 

Secretary  Donovan,  I  have  no  way  of  knowing;  I  really  do  not. 
The  general  consensus  would  be  no,  but  it  has  not  been  formally 
addressed. 

Senator  Quayle  The  general  consensus  is  that  it  will  not  be 
addressed  and  there  will  be  no  recommendation  to  increase  the 
mmimum  wage  coming  forward,  right? 

Secretary  Donovan.  That  is  my  general  feeling. 

Senator  Quayle.  That  is  your  general  feeling.  I  have  read  in  the 
newspapers— and  I  have  not  talked  to  any  people  directly  about 
It— but  some  of  the  business  groups  are  sort  of  backing  off  from  the 
youth  differential  now,  saying  that  if  we  would  go  forward  with  a 
youth  differential,  we  would  get  into  the  whole  minimum  wage 
battle  and  whether  we  are  going  to  increase  that  or  not.  Some 
advocate  the  possibility  that  you  are  really  going  to  establish  a 
subminimum  wage  for  everyone  in  due  time,  including  youth,  by 
doing  nothing. 

What  is  your  response  to  that?  Is  that  an  accurate  assessment  of 
what  IS  going  on? 

Secretary  Donovan.  Well,  my  response  is  that  the  newspapers 
indicated  that  the  chamber  of  commerce  is  getting  cold  feet;  1  think 
that  IS  the  express  m.  I  do  not  think  either  the  Congress  or  we  can 
afford  the  luxury  of  cold  feet.  It  is  a  tremendous  tragedy  out  there 
that  has  to  be  addressed.  I  am  not  allowing  that  to  influence  my 
objective  thinking  on  the  subject. 

Senator  Quayle.  On  a  youth  differential,  will  that  also  include  a 
raising  of  the  minimum  wage,  or  are  we  going  to  keep  it  the  same*^ 

Secretary  Donovan.  That  apparently  is  the  fear,  that  they  seem 
to  be  linked.  I  do  not  look  on  it  with  any  linkage. 

Senator  Quayle.  So,  you  are  looking  at  it  from  the  pcint  of  view 
of  establishing  an  85  percent  or  90  percent  subminimum  wage  from 
the  effective  minimum  wage  right  now.  You  do  not  anticipate 
raising  the  minimum  wage  and  then  saying  that  the  subminimum 
wage  would  be  basically  what  we  have  today.  Is  that  correct? 

Secretary  Donovan.  That  is  accurate,  yes. 

Senator  Quayle.  That  is  accurate. 

You  favor  the  concept  of  the  youth  differential.  What  about  the 
concept  of  wage  subsidies  to  employers  for  hiring  and  training 
these  youth^ 

Secretary  Donovan.  Something  similar  to  the  targeted  tax 
credit.^ 

Senator  Quayle.  No;  something  similar  to  the  incentive  program 
where  subsidies  are  paid  to  employers,  which  is  different  from  the 
tax  credit.  The  tax  credit  is  another  concept  that  we  do  use,  but 
this  IS  a  direct  cash  payment  to  employers. 

Secretary  Donovan.  Well,  wh^n  we  talk  about  looking  at  it 
comprehensively  I  guess  that  is  something  that  will  be  discussed. 
Fhilosophically,  I  do  not  know  that  that  would  work.  It  deserves 
analysis;  it  is  part  of  the  overall  program  that  we  are  trving  to 
study  between  now  and  May.  The  block  grants  for  the  youth  pro- 
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grams — that  is  one  possible  use,  but  I  am  not  convinced  it  is  a 
meaningful  step 

Senator  Quayle  What  about  the  tax  credit? 

Secretary  Donovan.  I  like  the  idea  It  entices  the  private  sector 
to  do  hiring,  but  evidently  the  bureaucracy  and  the  redtape  is 
such— at  least  that  is  what  the  businessmen  who  have  come  to  my 
office  say— that  it  has  made  it  unattractive  to  them.  Let  us  face  it; 
they  are  talking  about  some  very  difficult  situations  Some  of  these 
youth  are  difficult  to  hire,  and  they  make  a  value  judgment,  I 
presume,  without  any  social  conscience  about  it,  and  say  that  it 
just  is  not  worth  it 

Senator  Quayle  In  all  these  studies  that  have  been  going  on, 
has  there  been  any  comment  or  advocacy  of  putting  in  a  pilot 
program  that  would  work  sort  of  along  the  lines  in  the  summer,  in 
certain  areas,  maybe  on  a  demonstration  basis,  to  allow  the  hiring 
of  summer  youth  on  a  subminimum  wage?  Has  there  been  any 
discussion  of  that  idea'^ 

Secretary  Donovan.  There  has  been  discussion  of  some  pilot 
programs  in  cities  like  New  York  and  Los  Angeles.  I  am  sure  of 
this  The  tragedy  is  so  broad  that  I  am  not  persuaded  that  there  is 
even  time  to  do  these  studies  What  we  will  learn  from  the  stud- 
ies—what may  be  found  in  New  York  may  not  be  easily  transferra- 
ble  to  Houston  As  Senator  Hatch  has  indicated,  we  have  re-invent- 
ed the  wheel  in  some  areas  Studies  may  be  a  cop-out  is  really  what 
I  am  saying,  and  not  facing  the  true  issue. 

Senator  Hatch.  I  am  really  glad  to  hear  you  say  that,  Mr. 
Secretary.  I  think  that  is  exactly  what  it  has  been  for  the  last  50 
years 

Senator  Qi  ayle  Mr  Secretary,  twice  in  your  statement  you 
talked  about  a  broad-based  youth  employment  strategy  Could  you 
amplify  on  that? 

Secretary  Donovan.  Yes.  I  have  in  mind  the  Kemp-Garcia,  or 
the  free  enterprise  /.one  approach  I  know  it  has  deficiencies  and 
there  has  not  been  enough  debate  on  it  and  maybe  enough  imagi- 
nation put  to  It.  But  taking  these  hard-core  unemployed  areas  in 
our  major  cities,  we  should  address  the  possibility  of  bringing  the 
jobs  to  the  location,  and  that  ij-  what  this  free  enterprise  zone 
thrust  is  all  about  I  see  that  as  a  positive  step,  with  all  of  the 
implications  with  regard  to  making  hiring  of  the  hard-core  unem- 
ployed youth  much  more  attractive  to  the  business  community 
such  tax  credits  or  unemployment  compensation  reductions  and 
social  security  reductions.  I  llii  ^k,  the  broad-based  youth  employ- 
ment strategy  is  a  far  broader,  more  meaningful  approach,  with 
subminimum  as  part  of  the  package,  possibly. 

Senator  Quayle  And  that  is  basically  the  thrust  of  this  broad- 
based  youth  employment  strategy  that  you  are  developing'^ 

Secretary  Donovan  Plus  an  analysis  of  the  block  grant  ap- 
proach and  the  youth  education  programs,  and  getting  a  clearer 
focus  or  definition  on  where  to  spend  those  moneys  to  help  solve 
the  problem. 

Senator  Quayle  Let  me  try  to  add  a  little  bit,  if  I  can,  to  this, 
and  I  hope  you  can  pursue  it,  and  that  is  my  concern — and  it  was 
expressed  by  Senator  Kennedy  and  Senator  Hatch  also— about  the 
training  aspect  of  our  young  people 
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Now,  we  have  the  Job  Corps,  but  the  way  the  administration  s 
proposal  IS  and  with  these  block  grants  that  we  are  now  getting 
into,  there  is  virtually  nothing  left  for  youth  training.  Something  is 
going  to  have  to  be  done  to  get  into  training. 

1  favor  the  o'^terprise  zone  concept;  believe  me,  I  favor  it.  But  if 
these  people  are  not  trained  to  get  a  job  and  do  not  have  the  ability 
to  be  trained,  it  is  not  going  to  do  any  good  to  create  these  enter- 
prise zones  because  those  people  are  not  going  to  be  equipped  to  go 
out  there  and  fill  the  vacuum  of  employment  in  the  private  sector. 

I  hope  that  in  your  broad-based  youth  employment  strategy— and 
I  repeat  that  because  you  had  it  twice  in  your  statement— you 
really  focus  on  training  You  know,  we  put  this  budget  together  in 
weeks,  and  there  are  going  to  be  mistakes  and  everybody  is 
going  to  mcike  mistakes  I  really  think  that  so  far,  there  has  been  a 
mistake  made  on  not  emphasizing  youth  training. 

The  Job  Corps  is  good  and  we  are  going  to  continue  that,  but 
that  is  only  part  of  it  I  hope  that  in  your  broad  strategy,  training 
is  emphasized  because  I  think  it  is  very,  very  important. 

Secretary  Donovan.  In  all  of  my  testimony  on  the  Hill  here  on 
the  CETA  program,  that  was  the  very  area  we  emphasized,  train- 
ing and  private  sector  jobs. 

Senator  Quayle  Well,  I  want  to  continue  that  and  I  just  wanted 
to  bring  that  out  in  this  broad-based  strategy  for  youth  unemploy- 
ment that  we  are  talking  about.  We  are  seeking  alternatives,  but 
training  is  really  the  key  to  the  whole  thing  and  I  am  glad  that 
you  agree,  and  I  look  forward  to  working  with  you  on  coming  up 
with  training  programs  that  are  going  to  help  our  young  people. 

Secretary  Donovan  Thank  you. 

Senator  Nickles.  Thank  you.  Senator  Quayle. 

Senator  Riegle? 

Senator  Riegle  Thank  you,  Mr.  Chairman.  I  must  say  that  as  I 
was  listening  to  the  Secretary,  I  am  sure  he  would  like  to  get  out 
into  the  field  and  do  things  His  trip  today  before  the  committee  is 
somewhat  more  enjoyable  than  the  last  time  he  was  here,  at  least 
when  he  was  here  during  the  confirmation  process. 

Secretary  Donovan.  It  is  in  the  same  room  too,  is  it  not? 

Senator  Riegle.  Yes,  it  is. 

I  think  that  your  testimony  today  highlights  the  fact  that  we  are 
really  not  ready  yet  to  have  a  serious  discussion  on  this  issue  in  a 
focused  way  I  do  not  mean  by  that  any  disrespect  for  the  schedul- 
ing on  the  part  of  the  chairman,  and  I  want  to  wish  him  well  as 
chairman  of  this  subcommittee  It  is  an  important  responsibility 
and  I  look  forward  to  working  with  you  in  the  months  ahead. 

But  I  think  that  as  the  testimony  today  already  has  indicated, 
you  are  not  ready,  really,  to  come  to  grips  with  this  issue  yet.  You 
need  more  time,  I  think  we  are  going  to  need  a  lot  more  time  to 
really  pin  down  what  is  involved  here  Let  me  just  raise  a  few 
questions  with  you  Some  of  this,  you  may  have  covered  earlier:  if 
not,  I  want  to  go  through  it  quickly 

Do  you  know  approximately  the  number  of  people  today  who  are 
working  at  the  minimum  wage  level  who  would  be  adults? 

St^cretary  Donovan  Yes;  we  testified  to  that  number 
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Mr  Berrington  I  said  we  would  provide  it  for  the  record;  I  do 
not  have  it  with  me  In  the  private  nonfarm  sector  (excluding 
domestics)  over  three-fifths  of  the  subject  workers  earning  the 
minimum  wage  are  20  yea'-s  of  age  and  older  This  amounts  to 
about  1^  million  workers. 

Senator  Riegle.  Well,  I  would  like  an  approximation.  You  know, 
there  is  a  difference  between  10  percent  and  90  percent.  What  is 
your  best  guess*^ 

Mr.  Berrington.  Of  the  percentage  of  the  adult  work  force  that 
is  working? 

Senator  Riegle  No;  the  percentage  of  people  who  are  working  at 
the  minimum  wage  who  are  adults  Do  you  think  it  is  more  than  50 
percent? 

Mr.  Berrington.  No;  it  is  not. 

Senator  Riegle  You  are  sure  of  that?  I  have  seen  data  that 
indicates,  for  example,  that  the  number  of  people  working  at  the 
minimum  wage  today —perhaps  as  many  as  70  percent  might  be 
adults 

Mr.  Berrington.  I  misunderstood  that  question 
Secretary  Donovan  Yes 

Mr  Berrington.  I  think  that  is  probably  right. 
Senator  Riegle.  You  think  that  is  right? 

Mr.  Berrington.  I  do  not  have  the  number  and  I  do  not  want  to 
give  a  wrong  number 

Senator  Riegle.  I  understand,  but  if  we  are  going  to  have  any 
kind  of  a  discussion  at  all  today,  I  think  we  have  to  know  whether 
that  is  in  the  range  of  what  the  likely  accurate  number  is.  Your 
first  response  was  to  the  effect  that  you  thought  that  probably  was 
accurate,  something  in  that  range  of  70  percent.  It  certainly  is 
more  than  oO  percent,  is  it  not? 

Mr.  Berrington.  Yes. 

Senator  Riegle.  OK.  I  think  that  is  a  very  good  starting  point 
because  if  more  than  oO  percent  of  the  people  in  the  country  who 
are  working  at  the  minimum  wage  level  are  adults,  then  one  of  the 
first  questions  we  have  to  ask  is  the  displacement  question. 

Obviously,  if  there  were  a  serious  effort  made  to  create  a  new, 
lower  minimum  wage  for  young  people— for  teenagers,  presum- 
ably—then the  fact  that  over  half  of  the  work  force  presently 
working  at  the  minimum  wage  are  adults  means  that  many  of 
them,  I  think,  would  be  apt  to  lose  their  jobs.  I  would  think  that 
businesses  hiring  people  at  the  minimum  wage,  if  they  could  hire 
somebody  else  at  a  lower  figure,  would  be  inclined  to  do  so.  It 
creates  an  incentive  for  them  to  move  that  way  I  can  see  a 
number  of  these  adults  who  are  working  at  the  minimum  wage 
being  laid  off.  Is  that  not  a  likely  circumstance?  Would  there  not 
be  at  least  some  displacement  of  that  kind? 

Secretary  Donovan  Yes,  I  think  there  would  be  some  displace- 
ment. There  is  no  hard  study  on  the  numbers,  and  that  is  part  of 
the  analysis  we  are  going  to  try  to  make. 

Senator  Riegle.  I  might  just  make  a  suggestion  to  you.  I  know 
that  a  lot  of  our  unemployment  among  teenagers  in  terms  of  very 
large  numbers  is  in  major  metropolitan  areas.  It  would  be  true,  for 
example,  in  New  York;  it  would  be  true  in  Detroit;  it  would  be  true 
in  some  of  the  other  major  cities  around  the  country. 
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I  would  guess  that  in  those  areas  where  >ou  have  a  large  part  of 
your  problem— namely,  young  people  who  would  like  to  work  and 
who  are  unable  to  find  work— that  would  be  a  good  place  to  target 
in  on  in  terms  of  the  number  of  adults  who  are  working  at  the 
minimum  wage,  so  that  we  could  really  get  a  handle  on  the  dis- 
placement factor 

I  would  hope  that  the  administratioi-  would  not  propose  going 
forward  with  a  plan  that  was  going  to  displace  adult  workers  who 
are  working  at  the  minimum  wage.  I  think  that  would  be  foolhardy 
in  the  extreme,  and  I  would  hope  that  that  would  not  be  the 
intention  of  the  administration. 

Secxetary  Donovan.  Even  if  it  were  a  very  low  number  and  the 
net  gain  would  be  far  greater? 

Senator  Riegle.  Well,  I  would  be  very  troubled  about  any  pro- 
gram that  displaced  adults  working  at  the  minimum  wage.  Where 
do  they  go?  What  scrap  heap  do  they  end  up  on?  Do  they  go  on 
welfare,  or  what'^ 

Secretary  Donovan  If  the  debate  surrounded  the  premise  that  if 
one  was  displaced  and  the  debate  went  no  further,  we  could  stop 
here  because  we  recognize  that  it  will. 

Senator  Riegle.  We  are  not  talking  about  one  person  being  dis- 
placed—that is  why  I  asked  the  percentage  in  the  first  place.  We 
know  that  over  half  the  people  working  at  the  minimum  wage  are 
adults,  and  it  looks  like  it  is  a  figure  closer  to  70  percent  So,  the 
displacement  risk  is  very  high  and  very  substantial,  and  I  think 
you  know  that.  We  ought  to  start  by  facing  that,  so  that  we  do  not 
kid  ourselves  about  what  is  at  risk  if  we  take  this  step 

But  let  me  ask  you  this:  have  you  looked  at  the  question  of  what 
the  minimum  wage  provides  in  the  way  of  income  for  a  40-hour 
week?  Are  you  familiar  with  those  numbers'^ 

Secretary  Donovan.  Yes;  Craig  is 

Senator  Riegle.  Pardon? 

Mr.  Berrington.  The  minimum  wage  over  a  40-hour  week? 
Senator  Riegle.  Yes. 

Mr.  Berrington  It  is  a  simple  mathematical  computation. 
Senator  Riegle.  Well,  let  us  just  do  the  math. 
Mr  Berrington.  It  is 

Senator  Riegle  That  is  right;  it  is  $VM  a  week,  and  that  is  a 
gross  salary  Now.  let  us  take  a  look  at  what  would  be  the  logical 
deductions  from  that  You  would  certainly  have  social  security 
taxes  that  would  come  off  the  $1:^4  a  week.  Do  you  have  any  idea  of 
what  those  would  be*^ 

Mr  Berrington  I  do  not  have  any  idea.  Senator. 

Senator  Riegle.  Well,  let  us  just  acknowledge  that  there  would 
be  a  deduction,  then,  for  social  security  taxes.  Presumably,  depend- 
ing upon  where  you  are,  there  would  be  State  and  local  taxes  in 
addition  to  that  I  do  not  know  if  there  might  be  any  deductions  for 
other  purposes,  but  just  starting  with  those  that  we  know  about, 
that  whittles  the  $1:14  a  week  down  by  some  significant  amount. 

Now,  let  us  take  one  of  the  major  population  centers  in  the 
country  where  we  know  we  have  literally  hundreds  of  thousands  of 
unemployed  youths  Let  us  take  New  York  City 

If  you  take  a  look  at  somebody  who  is  working  40  hours  a  week 
to  earn  this  gross  wage  of  $l:li,  you  have  transportation  costs 
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getting  to  and  from  work.  I  do  no.'  know  what  the  subway  fare  is, 
say,  in  New  York  City  today,  but  1  know  it  is  a  significant  Hgure 
and  it  is  apparently  going  to  rise  You  have  clothing;  you  obviously 
have  a  different  pattern  of  clothing  needs  if  you  are  working  and 
have  to  go  to  work  each  day  for  a  40-hour  week  than  if  you  are  not. 

You  have  some  amount  of  money  that  is  required  for  food,  and 
food  is  not  cheap  in  New  York  City.  Housing,  which  is  a  major  cost 
item  in  any  budget  and  would  be  for  somebody  living,  say,  in  New 
York  or  in  Detroit  or  in  Los  Angeles,  also  has  to  be  looked  at. 

Then  you  have  utility  bills.  I  know  people  in  Michigan  right  now 
whose  utility  bills  are  running  more  than  $134  a  week,  and  I  am 
talking  about  people  who  are  not  living  in  sumpiuous  situations;  a 
lot  of  them  in  older  housing  units  that  aie  poorly  insulated,  and  so 
forth.  In  the  dead  of  winter  when  the  temperatures  are  coldest, 
they  are  actually  running  utility  bills  that  would  eat  up  the  entire 
minimum  wage  on  a  gross  basis,  let  alone  a  net  basis 

Then  there  are  medical  costs  If  anybody  happens  to  get  sick  or 
has  a  toothache,  or  what  have  you,  obviously  they  must  do  some- 
thing about  it. 

Now,  this  is  just  thinking  in  terms  of  one  person  who  is  responsi- 
ble only  for  supporting  himself  A  lot  of  people,  including  a  lot  of 
young  people,  are  responsible  for  people  other  than  just  them- 
selves Many  are  married;  many  have  families;  many  have  older 
parents  that  they  are  supporting 

I  am  just  wondering  as  a  practical  matter— and  I  address  this  as 
well  to  the  sponsors  of  this  legislation— if  you  take  the  $184  and 
you  start  whittling  it  down  by  the  deductions  that  come  off  the  top 
and  what  it  takes  to  sustain  yourself  today  in  a  place  like  New 
York  or  any  other  major  metropolitan  area,  I  am  just  wondering  if 
that  really  constitutes  a  living  wage,  whether  it  is  a  wage  that 
somebody  can  really  function  on  It  is  certainly  below  what  the 
poverty  level,  in  terms  of  the  indices  we  use  to  measure  the 
amount  of  money  it  takes  in  today's  inflated  economy  to  try  to 
survive. 

If  we  are  going  to  reduce  the  current  minimum  wage— which  I 
think  already  stretches  the  ability  of  a  person  to  function  in  our 
higher-cost  metropolitan  areas  where  most  of  this  problem  is  where 
would  you  go*-*  How  low  do  we  take  it'^ 

What  IS  a  dollar  figure  that  we  might  even  think  about  plausibly 
if  we  are  not  going  to  think  about  this  figure,  which,  to  me,  seems 
like  pretty  much  a  bare  minimum?  Where  do  we  go  from  there? 

Secretary  Donovan  It  is  a  lot  more,  you  know,  than  nothing; 
that  IS  the  answer  to  it 

Senator  Riec.le  But  you  cannot  live  on  nothing. 

Secretary  Donovan  No,  and  that  is  what  they  are  attempting  to 
do  right  now;  that  is  the  issue.  Senator  You  paint  a  logical  picture 
When  you  see  these  raw  numbers,  no  one  is  living  high  on  the  hog, 
but  those  people  who  are  unemployed  have  nothing. 

Senator  Rikc.le.  Well,  this  goes  back  to  the  first  point  Let  us  say 
we  drop  the  mmimum  wage  from  to  $2  75,  or  whatever 

number  somebody  wants  to  pick,  and  you  reduce  still  further,  then, 
the  total  amount  of  earnings,  especially  after  social  security  and 
other  taxes 


'^^^^^^^  that  an  adult  may  be  forced  to  give  their  job 
up  at  an  hour  because  it  now  makes  more  sense  for  the 

business  person  to  go  ahead  and  lay  that  person  off  and  to  hire  the 
youth  at  $2  /o  an  hour— I  mean,  how  do  we  ccme  oat  ahead  in  that 
situation/  1  do  not  see  how  we  come  out  ahead  there. 

It  seems  to  me  we  come  out  behind  two  ways.  I  just  wondei  how 
we  reconcile  it. 

Secretary  Donovan.  This  is  not  scientific,  but  I  personally  know 
a  lot  of  youth  who  would  work  at  $2.75  an  hour  gladly 

Senator  Riegle  But  what  about  the  adult  who  has  to  surrender 
their  job  to  the  youth-the  adult  that  was  scraping  by  at  $3  an 
hour.'' 

Secretary  Donovan.  Craig  reminds  me  we  are  making  assump- 
tions of  large  displacement.  No  one  makes  that  assumption.  There 
are  displacements;  you  hear  numbers  as  low  as  15  or  20  percent  I 
am  not  ignoring  the  fact  that  that  is  a  grave  situation  for  that 
older,  displaced  worker. 

We  are  addressing  here  people  who  are  in  a  tragic  situation  and 
who  are  earning  nothing.  When  you  go  through  the  mathematics 
as  you  did  we  are  not  suggesting  that  this  is  even  a  living  wage, 
but  It  IS  a  beginning;  it  is  getting  work  habits;  it  is  getting  some 
money  in  their  pockets.  That  is  all 

Senator  Riegle.  Let  me  suggest  an  alternative  route  to  you  that 
1  think  could  work  and  where  we  could  hopefully  avoid  the  dis- 
placement factor  and  still  accomplish  your  objective  and  my  objec- 
tive of  getting  more  young  people  to  work,  and  providing  the 
training  I  recognize  this  is  not  an  easy  task,  especially  in  major 
metropolitan  areas  In  fact,  in  many  cases  it  is  tough  to  get  the 
businesses  to  locate  there  to  provide  the  jobs.  So,  it  is  not  Just  a 
matter  of  tinkering  with  wage  scales  or  tax  incentives,  or  what 
have  you;  it  is  partly  a  question  of  how  many  jobs  might  there  be 
in  any  case,  or  are  the  jobs  in  the  area  where  the  young  people  are 
living  or  are  they  in  some  other  place. 

I  would  think  that  if  you  want  to  try  to  provide  an  incentive  to 
induce  a  business  person  to  hire  an  unskilled  or  an  untrained 
young  person  and  give  them  job  experience  and  training,  maybe 
what  we  ought  to  be  doing  that  within  the  tax  code  itself,  with  the 
Government  providing  some  portion  of  the  minimum  wage  by 
means  of  a  special  tax  incentive  or  a  tax  credit  or  a  tax  training 
credit  that  would  enable  that  company  to  meet  the  minimum  wage, 
which  I  think  IS  needed  to  hold  body  and  limb  togethe-  in  our 
society  today  Enable  that  business,  with  the  help  of  marginal  tax 
assistance  from  the  Government,  to  create  a  job  opportunity  and  a 
job  training  situation,  and  offer  vouths  job  experience  with  the 
notion  that  as  they  become  trained  and  experienced  and  regular  in 
their  work  habits,  after  whatever  period  of  time~-;{  months  4 
months,  b  months— they  would  then  be  productive  enough  to  be 
able  to  hold  their  own  at  a  minimum  wage  level  that  the  Govern- 
ment did  not  have  to  be  part  of  helping  to  provide. 

It  seems  to  me  that  that  might  be  a  more  constructive  way  It 
seems  to  me  that  if  you  tear  apart  the  wage  structure  you  are 
going  to  run  into  major  displacement  problems.  It  is  inescapable"  if 
if)  percent  of  the  people  now  at  the  minimum  wage  are  adults,*  it 
has  to  tell  you  something  I  know  what  it  tells  me.  it  tells  me  that 
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there  is  not  going  to  be  much  room  at  that  level  tor  anybody  else 
because  the  adults  are  taking  the  lion's  share  of  those  jobs 

I  think  that  unless  you  create  a  special  incentive  of  the  kind  that 
I  have  just  mentioned,  I  do  not  think  we  can  really  get  at  this 
problem 

Senator  Nickles.  Senator,  we  are  under  the  lO-minute  rule,  and 
we  are  now  at  about  12  or  14  minutes 

Senator  Riegle  I  did  not  /ealize  that  If  I  can  just  make  one 
other  comment,  then  I  will  yield 

Senator  Nickles.  Sure 

Senator  Riegle  I  appreciate  the  courtesy  of  the  committee. 

I  think,  ^a  SO,  we  have  to  look  at  the  tax  side  of  the  administra- 
tion's economic  recovery  package.  I  think  you  are  going  to  have  to 
have  some  kind  of  a  refundability  provision  in  the  areas  of  the 
country  like  the  Northeast  and  the  Midwest,  and  some  of  the 
sectcs  in  the  country  like  autos  and  steel,  where  the  tax  incentives 
do  not  really  help  them  because  they  are  in  loss  positions,  and, 
therefore,  the  accelerated  depreciation  does  not  really  reach  the 
problem. 

I  think  that  if  you  can  find  a  way  to  inject  more  economic 
strength  in  the  areas  that  re  in  trouble  in  the  Northeast  and  the 
Midwest,  you  will  automatically  create  a  richer  job  environment. 
Hopefully,  some  of  ihose  adults  at  the  minimum  wage  level  can 
start  moving  up  the  ladder  and  create  a  spot  for  more  youth  to 
move  in 

I  would  urge  you  to  take  a  look  at  that.  As  the  fighter  or  labor 
issues  and  job  opportunities  in  the  executive  branch,  I  voi:)d  hope 
you  would  be  able  to  weigh  m  on  the  tax  side  too,  so  that  could  be 
fine-tuned  to  help  you  solve  this  problem — you  and  ourselves  to- 
gether to  solve  this  problem 

Secretary  Doncvan.  That  is  being  addressed  now,  and  I  applaud 
your  attitude  Without  the  growth  and  without  the  economic  pack- 
age, >/e  are  really  not  going  to  make  a  meaningful  dent  in  this 
problem,  Senator 

Senator  Nickles  Thank  you.  Senator 

Senator  Hawkins? 

Senator  Hawkins  I  am  going  to  yield       seconds  of  my  time. 

Senator  Quayle,  Thank  you.  Senator.  I  just  want  to  make  a 
factual  point  on  this  displacement  argument.  We  now  have  the  tax 
credit  up  to  .")()  percent  for  the  first  $(),000.  and  there  is  no  data 
that  shows  that  this  is  going  to  displace  adults.  We  already  have 
that  and  there  is  no  evidence  that  has  come  forward  to  show  that 
there  is  going  to  be  a  lot  of  adults  displaced  by  that. 

I  would  say  that  perhaps  it  may  be  the  same  for  the  youth 
differential,  and  I  would  just  like  to  add  that  that  is  a  fact.  No  one 
has  come  forth  to  show  that. 

I  thank  the  Senator  for  yielding. 

Secrete »*y  Donovan  In  addition,  it  seems  that  there  are  many 
jobs  out  there  that  would  open  up  that  would  help  minimize  the 
displacement  feature 

Senator  Quayle  But  there  is  no  evidence  right  now  to  show  that 
this  tax  credit,  which  goes  to  youth.s  only,  would  displace  adults. 

Senator  Rie(;le  Mr.  Chairman,  would  you  also  yield  

Senator  Nk  kles  Senator  Hawkins  has  the  time 
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I  1^^?''  ^^^'^  Would  you  yield  just  for  a  factual  point  on  this^ 
1  would  be  happy  to  yield  to  you  at  a  future  point 

Senator  Hawkins,  put  that  m  your  book,  Senator 

Senator  Rieglf  Pardon'^ 

[Laughter  ] 

Senator  Hawkins.  OK, 

Senator  Riegle.  Ii  is  my  underst  nding  that  there  are  about  10 
million  people  who  work  at  the  minimum  wage  today.  If  you  had  a 
20  percent  displacement  factor,  and  nobody  quite  knows  what  it 
might  be,  that  would  be  two  million  workers.  We  are  talking  even 
with  small  percentages,  about  very  large  numbers  of  people 

I  thank  the  Senator  for  yielding,  and  I  will  give  her  twice  the 
amount  of  time  

Senator  Nickles  Senator  Hawkins? 

Senator  Hatch  Senator  Hawkins,  would  you  yield  :^0  seconds  to 
me.^  I  will  remember  it  too;  I  will  out  it  down  in  the  book  over 
here. 

[Laughter.) 

Senator  Hawkins.  I  will  come  back  at  1  and  have  it  all  to  myself 
[Laughter  ] 

Senator  Hatch.  If  you  would,  I  would  appreciate  it 

If  they  were  so  concerned  about  displacement—and  there  is  no 
empirical  evidence  of  it-then  why  did  we  escalate  the  minimum 
wage  and  lose  90,000  jobs  just  in  the  last  change*^  Now,  this  is  a 
question  that  very  seldom  is  asked 

I  am  going  to  submit  some  questions  to  you,  Mr.  Secretary 
rather  than  ask  any  more  But  I  was  interested  in  vour  comment 
that  some  businesses  are  backing  off  on  the  youth  differential  My 
personal  feeling  is  that  some  of  those  businesses,  to  borrow  a 
phrase  from  some  of  my  friends  in  the  House,  may  be  a  little  bit 
timid  I  might  add  that  for  some  of  them,  there  may  be  a  real 
justification  for  putting  chicken  between  those  buns  in  the  process 

I  think  that  after  all  these  years  of  fighting  for  this,  for  anybody 
to  back  off  thinkmg  that  there  is  not  going  to  be  a  fight  on 
whether  it  should  be  escalated  again  and  we  lose  another  90  000 
youth  jobs— that  is  pretty  nearsighted 

Secretary  Donovan.  I  would  agree. 
Senator  Nickles.  Senator  Hawkins'^ 

Senator  Hawkins  Secretary  Donovan,  recently  I  read  where  you 
have  been  quoted  as  saying  that  considering  the  amount  of  money 
being  spent  on  CETA  youth  programs,  you  feel  the  results  have 
"r.^^";  ^^^^tP«»"ting  I  understand  that  vou  favor  retailoring 
the  CLIA  youth  programs  to  encourage  jobs  for  youth  in  orivate 
industry  ^ 

I  also  believe  that  more  emphasis  should  be  placed  on  hiring 
workers  in  the  private  sector.  Do  you  not  agree  that  the  legislation 
we  are  considering  today  will  be  the  most  direct  method  of  encour- 
aging employment  of  youth  in  the  private  sector? 

Secretary  Donovan  I  am  not  certain,  Senator.  I  certainly  feel 
that  It  IS  a  step  forward,  but  it  is  only  one  tool,  as  I  s^e  it 

Senator  Hawkins  Are  just  poor  youths  considered  lor  the  CETA 
program'^ 

Secretar.  Donovan  Pavdon  me'  I  did  not  hear  you 
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Senator  HavVKIns  Are  just  youths  that  are  considered  poor  eligi- 
ble for  the  CETA  program'^ 
Secretary  Donovan  No 

Senator  Hawkins.  There  is  no  income  limit  for  the  parents  of 
the  young  people  that  are  m  the  CETA  pr%^ram'' 

Secretary  Donovan  Well,  there  are  several  programs;  some  de- 
signed for  mmonty  youth,  and  otheris  much  broader  in  their  con- 
cept than  that 

Senator  Hawkins  I  read  an  article  the  other  day  in  the  Wall 
Street  Journal  about  a  CETA  program  that  intrigued  me.  in  which 
they  trrmed  youths  to  be  clerks  in  retail  establishments  by  taking 
video  tapes  of  them  and  showing  them  at  the  end  of  the  day  Even 
in  that  type  of  an  atmosphere,  the  retention  rate  was  so  small  of 
those  that  actually  stayed  in  the  program  and  actually  went  to 
work  that  the  more  I  read  the  article,  the  more  I  thought  that 
actual  experience  probably  would  be  more  beneficial,  because  as 
long  as  they  were  in  the  CETA  program,  they  knew  they  could 
come  back  tomorrow. 

Indeed,  if  that  had  been  an  actual  job  and  the  employer  had  been 
taking  the  video  tapes  and  showing  them  and  encouraging  them— I 
recall  the  first  job  I  had  as  a  clerk  in  a  store  The  manager  would 
come  by  and  tell  me  to  stand  up  straight  and  not  to  lean  on  the 
counter  You  know,  we  did  not  have  the  closed  circuit  TV  and  all 
the  toys  they  have  today  to  teach  you  how  to  sell. 

The  reason  I  stood  up  tall  and  did  what  the  manager  said  was 
because  I  needed  that  job  I  needed  to  be  employed  the  next  day. 
But  if  you  are  in  a  program  and  you  know  you  are  going  to  get 
your  check  no  matter  what,  you  may  not  be  inclined  to  listen  and 
to  learn 

It  just  occurred  to  me  that  by  encouraging  employment  in  the 
private  sector  and  b\  lowering  the  minimum  wage  ?o  that  we  do 
have  this  youth  diffV'rential,  they  could  actually  be  employed  and 
not  be  considered  as  an  experiment  or  in  training,  so  to  speak. 

Are  you  familiar  with  the  article  that  was  in  the  Wall  Street 
Journal'^ 

Secretary  Donovan  No.  I  am  not.  but  I  think  you  put  your 
finger  on  one  of  the  major  problems  in  some  of  the  CETA  pro- 
grams I  agree  with  you  I  remember  my  first  job  too;  I  think  it  was 
cents  an  hour  then  But  I  was  very  proud,  and  it  gives  you  a 
feeling  of— people  do  not  like  to  hear  it— the  work  ethic  I  think  to 
that  degree,  a  subminiinum  would  be  bene  fie  irl 

Senator  Hawkins  Most  of  the  young  people  I  talk  to  in  my  State 
feel  that  .something  is  better  than  nothing. 

Secretary  Donovan  I  agree;  tha  is  what  I  said  to  Senator 
Riegle 

Senator  Ha./kins,  Yes.  Therefore,  I  am  still  really  encouraged 
that  we  have  some  people  that  are  willing  lo  look  at  this  and  not 
have  closed  minds  in  that  it  was  a  law  that  was  passed  in  WVAH. 

But  I  am  concerned  that  I  keep  hearing  over  and  over  again  the 
statement  that  for  every  individual  that  we  hire,  somebody  has  to 
be  laid  off,  I  have  heard  that  today  with  displacement  Is  that 
really  true'  Are  there  a  finite  number  of  jobs  in  this  countrv'' 

Secretary  Donovan  I  think  there  is  not  a  finite  number,  no.  But 
under  these  circumstances,  if  this  action  were  taken  tomorrow. 


would  there  be  displacement'^  Yes,  but  I  agree  with  vou,  it  is  a  very 
negative  and  defensive  way  to  look  at  it  If  we  have  growth,  the 
opportunities  hopefully  will  be  tremendous 

There  are  jobs  out  there  waiting  to  be  filled  The  minimum  wage, 
there  is  no  question  in  my  mind,  tends  to  keep  those  jobs  off  the 
market  because  people  do  not  like  to  hear  it,  but  in  a  free  enter- 
prise system,  employers  put  a  value  on  worth  And  a  teenager's 
worth  in  this  system  that  we  operate  under  apparentiv  is  not 
worth  the  minimuni  wage,  or  else  they  would  have  beer/ hired.  I 
think  that  is  really  what  we  are  addressing 

Senator  Hawkins  Thank  you.  Mr  Donovan 

I  am  gomg  to  yield  the  rest  of  my  time,  Mr  Chairman 

Senator  Nicklks  Thank  you.  Senator 

Mr  Secretary,  we  will  give  Senator  Hatch  just  a  brief  moment 

Senator  Hatch.  Mr  Secretary,  I  think  you  have  testified  under 
difiicult  circumstances  as  a  brand  new  Secretary  coming  here,  and 
I  think  you  nave  done  a  very  good  job  There \s  some  additional 
information,  however,  that  I  would  like  the  people  in  vour  Depart- 
ment to  look  over. 

Like  I  say,  I  thmk  this  problem  has  been  studied  to  death  and  I 
think  It  is  time  to  make  some  aggressive  choices  and  maybe  start 
pushing  a  new  idea  on  behalf  of  these  young  kids  in  our  society 
everybody  just  seems  to  write  off  m  the  interest  of  appeasing 
ijpecial  interest  groups. 

I  have  confidence  that  you  will  look  at  this  carefully  and  if  we 
can  come  up  with  a  better  method,  we  will  change  that  second;  if 
we  can  come  up  with  a  better  method  to  get  our  kids  to  work  and 
to  solve  this  cancer  cf  teenage  unemployment,  especially  among 
our  black  youth,  we  will  endorse  it  immediately  and  we  will  come 
up  with  a  biil  that  will  implement  it  So,  I  challenge  everybody  in 
this  country  to  help  us  come  up  with  a  better  way. 

Some  additional  information  that  vour  people  should  look  at  are 
studies  done  by  Walter  V/illiams  at  Temple  Universitv,  Daniel 
Hammermesh  at  Michigan  State,  Jacob  Mincer  writmg  in  the 
Journal  of  Political  Economy,  James  Ragan  writing  for  the  Review 
of  Economics  and  Statistics  Of  course,  there  have  been  many 
others  who  have  been  both  pro  and  con  on  this  issue,  but  what  it 
comes  down  to  is  making  a  choice,  and  hopefullv  a  choice  that  will 
help  these  kids 

Now,  Mr  Chairman,  I  would  like  to  also  commend  to  the  Secre- 
tary and  his  staff,  and  ii^k  that  it  be  placed  in  the  record  at  this 
point,  an  article  in  US  News  &  World  Report  dated  Ma.ch  SO 
ll^^l,  entitled,  'Who  Is  Helped  or  Hurt  if  Youths  Are  Paid  Less'^"  I 
think  It  is  a  proU>  unbiased  article  and  basically  states  the  issues 
HI  this  matter,  and  maybe  it  v\ould  help  anvbodv  who  reads  this 
record 

SiMiator  NfCKi.Ks  Thank  you.  Senator  Hat^'h 
I  The  article  referred  to  follows  I 
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Senator  Xicki.ks  Thank  you.  Secretary  Donovan,  we  appreciate 
your  as.sihtance  and  your  cooperation  this  morning 

Secretary  Dcjnovan  Thank  you,  Mr  Chairman. 

Senator  Nicklks  Our  next  ^uest.s  will  be  Waldo  Macey,  who 
reprebents  the  National  Association  o*  Retail  Grocers,  and  V  L 
Stephen^,  who  repre.^^c^nts  the  National  Association  of  Convenience 
Stores 

Fur  the  balance  of  our  meeting,  we  have  four  panels  set  up  It  is 
necessary  that  we  be  out  of  this  room  by  2  o'clock,  therefore  we  are 
^oin^  to  have  to  move  the  hearings  along  in  a  very  quick  and 
orderly  manner  We  would  appreciate  our  witnesses,  if  possible,  to 
only  hummarize  and  pos^iblv  make  comments  concerning  any  of 
the  thn^e  pieces  of  legislation,  and  which  one  you  think  would  be 
beneficial  to  vou,  vourself,  the  industrv  or  the  count rv 

Who  IS  Mr  Macxn'* 

STATK.MKNT  OF  WALDO  I.,  MA(  KV,  (  HAIRMAN,  ,MA('KVS,  iN( 
MI  KRAV,   I  TAII,  AM)   M(  K  (  HAIRMAN,  NATiONAi.  ASS()(  i- 
ATION    OF    RKTXII.    (;K(H  KRS    OF    THK    I  NiTFi)  STATKS; 
AM)  F.  L.  STKIMIKNS,  PRKSIDKM,  TOWN  &  COI  NTRV  FOOD 
STORKS.  S\N    \N(;KI.0,  TK\.,  RKI'RKSKNTIM;  THK  NA- 

TION \L  \SSO(  IATION  OF  (()N\KNIKN(  K  STORKS  AND  THK 
TKWS  RKT\n.  (;R()(  KRS  ASSO(  l\TiON,  A  PANKL 

Mr  Mackv  Right  here 

Senator  Nicklks  You  are  from  Murray,  Utah** 
Mr  Mac'KV  That  is  correct 

Senator  Nicklks  You  are  chairman  of  Macey 's*'* 

Mr  Mackv  That  is  correct 

Senator  Nicklks  And  What     Macey ',s'' 

Mr  Mackv  A  ^upermark(4  corporation 

Senatf)r  Nicklks  If  vou  w')iild  proceed  in  a  timely  manner,  we 
would  appreciate  it 

Mr  Mackv  Thank  you  verv  much.  Senator,  and  I  sincerely 
appreciate  being  h(^re  with  you  todav 

I  am  vice  chairman  of  the  National  Association  of  Retail  (Jrocers 
of*  the  lJnit(^d  States,  commonly  referred  to  as  NARGUS,  and  the 
owner  of  Macey  s,  Inc  in  Murray,  Utah 

NAR(iL'S  i>  a  natujnal,  nonprofit  trade  association  representing 
local  operators  of  food  retail  stores,  including  convenience  stores, 
grocerv  htore^s,  box  stores,  warehouse  stores,  and  suf^ermarkets 
NAR(;US  membe  rs  serve  the  inner  cit \ ,  urban,  subu rban ,  and 
rural  communitu^s  NAR(tUS  has  approximately  H),(KK)  members 
m  all  of  the  States  of  the  Union 

Recently,  NARGUS  undertook  a  survey  of  retail  grocers  to  evalu- 
ate the  impact  of  the  minimum  wage:  I  believe  we  presented  that 
report  The  results  of  this  survey  to  a  great  extent  reflect  the 
impact  of  th(^  Fe^deral  minimum  wage  {)n  consumers,  employees, 
and  retail  groce^:^ 

The  retail  grocerv  industrv  has  traditionally  been  a  large  em- 
plover  of  teen.'^gers  iov  custonser  services  which  involve  bagging, 
collection  of  bottles  in  bottle  returns,  carrying  out  groceries  to  the 
cars,  et  cetera  A.--  the  minimum  wage  increased  Mi  percent  in  the 
la^t  \  vears,  retail  grocers  have  had  to  judge  whether  to  retain 
such  fMiiplovment  opporl unit le^  Despite  a  willmgne.^s  and  a  desire 


by  retail  grocers  to  train  and  ennploy  teenagers,  the  economic  reali- 
ties have  decreased  teenage  emplovment  opportunities  in  food  re- 
taihng  Over  70  percent  of  the  retail  grocers  responding  have  de- 
creased the  nunnber  of  teenage  emplovment  opportunities 

The  restrictions  on  employing  full-time  students  at  Sf)  percent  of 
the  minimum  wage  require  special  certification  Any  retail  grocerv 
employer,  including  single  units  and  multistores,  may  employ  no 
mc-  than  six  full-time  students  at  Ho  percent  of  the  minimum 
wage  without  prior  Department  of  Labor  authorization.  To  employ 
more  than  six  full-time  students,  applications  must  be  submitted 
tor  each  store  and  employment  may  not  commence  until  the  ap- 
proval of  the  Department  of  Labor  has  been  received 

A  hmit  of  If)  percent  of  the  total  monthly  hours  of  all  employees 
IS  imposed  for  employers  seeking  to  employ  more  than  six  full-time 
students.  I  am  going  to  cut  out  part  of  this  testimony,  so  I  mav  lust 
have  to  break  a  little  ^ 

Senator  Nk  klks  Senator  Hatch  and  1  have  both  read  your  testi- 
mony; I  will  let  you  know  that  So,  we  are  with  you 

Mr  Macey  I  will  get  to  what  I  think  is  reallv  important.  Sena- 
tor 

The  result  is  that  the  paperwork  and  regulatorv  restrictions 
eliminate  the  incentive  for  retail  grocers 

Unemployment  for  teenagers  between  U]  and  19  years  of  age  was 
\^  percent  in  February  of  this  year.  For  the  black  and  minority 
people,  the  rate  was  :M  percent  unemployment.  Senate  bill  :^48 
would  permit  the  employment  of  teenagers  below  the  age  of  20  at 
i  y  percent  of  the  minimum  hourly  wage  for  <;  months  Full-time 
students  could  be  emploved  at  I'y  percent 

Senator  Nkkles  Mr'  Macey.  could  1  interrupt  and  ask  you  a 
question  at  this  point?  ^ 

Mr  Macky  Yes,  sir 

Senator  Nk  klks  You  mentioned  in  vour  survey  of  over  70  per- 
cent of  retail  grocers  that  they  have  reduced  the  number  of  teen- 
agers working  in  their  stores  If  we  had  enactment  of  the  differen- 
tial proposed  by  Senator  Hatch  of  a  2:,  percent  reduction  and 
possibly  cut  the  paperwork  that  is  involved,  do  you  think  that  the 
grocers  around  the  country  would  begin  hiring  more  teenagers,  or 
If  we  exempted  people  at  the  age  of  1<>  and  17  from  the  minimum 
wage,  would  we  see  a  resurgence  of,  grocerv  sackers  across  the 
countrv . 

Mr  Mackv  I  think  so  There  are  many  factors  that  go  into  this 
situation  The  economics  of  doing  business  today-~it  is  more  than 
just  the  labor  problem  There  is  the  utility  and  the  energy  expense- 
it  IS  Ihe  supply  cost  and  the  rental  factors.  There  are  so  many 
things  which  are  making  it  very,  very  difficult,  extiemelv  difficult 
to  come  up  with  a  profit  So,  we  are  taking  a  critical  look  at  everv 
aspect  of  our  business 

Labor  is  probably  the  one  area  that  is  not  completely  a  fixed 
cost  So  yes,  I  think  that  when  that  cost  factor  would  be  improved 
It  would  help:  I  am  sure  it  would 

Senator  Nk^klks  (}ood 

Mr  Macky  There  are  some  stores  that  have  changed  their  oper- 
ations and  have  involved  the  consumer  in  part  of  the  service  work 
thai  young  people  were  formerlv  emploved  in  We  are  not  carrving 
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out  the  groceries;  we  are  not  bagging  in  many  inbtances  1  think 
there  would  be  an  incentive  there  for  voung  people  to  be  employed 

Senator  Nickles  Do  you  think  the  minimum  wage  is  one  of  the 
reasons  why  manv  grocery  stores  do  not  bag  groceries  anymore'^ 

Mr  Macey.  Well,  they  just  simply  cannot  afford  the  labor  co^t  It 
IS  over  .')()  percent  of  our  operational  costs  now,  and  so  we  are 
looking,  we  are  domg  time  and  motion  studies  The  kinds  of  equip- 
ment we  buy— everything  that  goes  into  the  operation,  we  are 
analyzing  and  taking  a  critical  look  at  it  Where  we  cut,  we  cut; 
unfortunately,  the  young  people  are  the  ont^s  that  are  being  hurt. 

Senator  Xk  klks  Mr.  F.  L  Stephens  from  San  Angelo,  Tex.,  do 
you  have  a  brief  statement*.^  Then  I  think  Senator  Hatch  has  some 
questions. 

Senator  Hatch.  I  wonder,  Mr  Chairman,  if  I  might  ask  Mr 
Macey  just  a  couple  of  questions,  he  is  from  my  State  of  Utah.  I 
have  to  go  to  the  chairmen's  meeting  and  I  vyill  be  a  little  bit  late, 
but  I  would  like  to  ask  a  couple  of  questions,  if  it  would  be  all  right 
with  you,  Mr  Stephens.  I  wish  I  could  stay  and  listen  to  the  rest  of 
the  testimony  here  today,  but  I  will  read  it  and  hopefully  it  will 
clarify  some  of  the  issues  and  questions  that  I  have. 

As  I  understand  it,  Mr.  Macey,  in  your  operation  you  do  hire 
unskilled  workers'^ 

Mr  Macky.  I  did  not  hear  you.  Senator 

Senator  Hatch  In  your  operation,  you  do  hire  unskilled  workers 
Mr  Macey.  That  is  correct 

Senator  Hatch  And  I  presume  that  most  grocery  stores  do,  is 
that  correct'^ 

Mr.  Macey  That  is  correct 

Senator  Hatch  Basically,  who  instructs  these  unskilled  workers 
or  gives  them  training,  once  they  come  into  these  jobs?  How  do  you 
do  that'^ 

Mr.  Macey.  Manv  stores  have  programs  set  up  for  full-scale 
training  programs  Many  grocers  cannot  afford  to  have  programs 
within  the  store  other  than  on-the-job  training.  It  is  a  process  of 
working  under  a  department  head  or  a  subdepartment  head. 

VVe  have  three  store  managers  of  our  four  stores  that  started  as 
bottle  boys  and.  over  the  years,  have  grown  in  the  industry.  That 
gives  lie  to  this  thing  about  a  lot  of  people  being  displaced  We  are 
not  concerned  with  replacing  people;  we  need  a  stable  work  force 
and  we  need  to  keep  these  people  But  we  need  to  make  room  for 
these  younger  people  coming  in 

Senator  Hatch.  But  you  are  saying  that  in  your  rather  small 
operation,  vou  have  taken  young  men  and  women  at  the  lowest 
order  of  pay  and  then  have  brought  them  up  into  managerial 
levels,  and  I  presume  you  have  replaced  them  as  they  have  moved 
up  with  others 

Mr  Macey  Senotor,  very  few  of  them  stay  very  long  at  the 
minimum  wage 

Senator  Hat(  h  In  other  words,  you  hire  them  at  the  minimum 
wage,  but  then  they  make  more  than  the  minimum  wage'^ 
Mr  Macky  That  is  correct 

Senator  Hatch  So,  the  goal  behmd  the  youth  differential  is  not 
just  to  replace  people  continually,  but  to  gradually  train  people  and 
get  tnem  to  m()\e  upward  in  management,  or  to  be  able  to  expand 


your  business,  from  one  grocery  store  to  four  in  your  case,  and  at 
the  same  time  employ  other  people  and  train  them.  Is  that  correct? 

Mr  Macey  That  is  correct.  Senator,  it  costs  a  lot  of  money  to 
train  people.  You  bring  a  young  lady  on  to  train  as  a  checker;  she 
handles  a  great  deal  of  money.  She  works  under  extreme  condi- 
tions of  pressure.  As  she  gains  the  working  skill  and  the  job  knowl- 
edge, she  becomes  worth  more  money  to  us. 

But  we  do  suffer,  in  the  training  program,  a  loss  of  money.  It 
takes  time  to  tram  people.  We  need  to  bring  these  people  in  at  a 
lower  level  and  work  them  into  the  upper  skills. 

Senator  Hatch  Do  you  feel  that  with  your  business,  if  you  had 
the  youth  differential,  you  would  be  able  to  expand  your  business 
and  that  it  would  grow  and  you  would  be  able  to  employ  even  more 
people? 

Mr.  Macey  Certainly 

Senator  Hatch  Well,  I  appreciate  your  coming  back  and  testify- 
ing here  today. 
[The  prepared  statement  of  Mr  Macey  follows  ] 
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STATEMENT 

m 

S.  348 
BY 

WALDO  L.  MACEY,  VICE  CHAIRMAN 
NATIONAL  ASSOCIATION  OF  RETAIL  GROCERS  OF  THE  UNITED  STATES 
BEFORE  THE 
LABOR  SUBCOMMITTEE  OF  THE 
SENATE  COMMITTEE  ON  LABOR  AND  HUMAN  RESOUPXES 
MARCH  24,  1981 

Mr.  Chairman  and  Coonlttee  members,  I  an  Waldo  Macey,  Vice  Chairman 
of  the  National  Association  of  Retail  Grocers  of  the  United  States 
(NARGUS)  and  the  owner  of  Macey* s.  Inc.  In  Murray,  Utah.    NARGUS  Is  a 
national  nonprofit  trade  association  representing  local  operators  of 
retail  food  stores.  Including  convenience  stores,  grocery  stores,  box 
stores,  warehouse  stores,  and  supermarkets.    NARGUS  members  serve  Inner 
city,  urban,  suburban,  and  rural  conwinltles.    NARGUS  has  approximately 
40,000  members  In  all  states  of  the  Union. 

Since  retailers  were  first  covered  as  enterprises  under  the  Fair 
Labor  Standards  Act  in  1961,  grocers  represented  by  NARGUS  have  had  a 
close  and  continuing  Interest  In  the  impact  of  this  law. 

Coimnents  today  ^ocus  on  S.  348  to  increase  employment  of  indivi- 
duals below  age  20. 
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Recently,  NARGUS  undertook  a  survey  of  retail  grocers  to  evaluate 
the  impact  of  the  Blnlmun  wage.    The  report  has  been  submitted  to  the 
Mlnlaum  Wage  study  Coiaiiission  and  is  attached  for  your  reference.  The 
results  of  the  survey  to  a  great  extent  reflect  the  impact  of  the  fed- 
eral miniaum  wage  on  consumers,  employees,  and  retail  grocers. 

Five  hundred  and  fifty  retail  grocery  enterprises  operating  2555 
food  stores  responded  to  the  survey.    The  retail  grocers  responding  em- 
ploy over  60,000  employees,  approximately  52  percent  are  part- tine  and 
48  percent  are  full-time. 

The  retail  grocery  industry  has  traditionally  been  a  large  employer 
of  teenagers  for  customer  services  involving  bagging  and  carrying  out 
groceries.    As  the  miniBun  wage  increased  46  percent  in  the  last  four 
years  retail  grocers  have  had  to  judge  whether  to  retain  such  employment 
opportunities.      Despite  a  willingness  and  desire  by  retail  grocers  to 
train  and  employ  teenagers,  the  economic  realities  have  decreased  teen- 
age employment  opportunities  in  food  retailing.    Over  seventy  percent 
of  the  retail  grocers  responding  have  decreased  the  number  of  teenage 
employment  opportunities. 

Retail  grocers  are  given  as  an  option  to  paying  the  ninlmuic  hourly 
wage  or  decreasing  teenage  employment  opportunities  a  limited,  inade- 
quate, regulatory  nightmare  for  employing  full-time  students  at  85 
percent  of  the  minimum  hourly  wage.    There  are  approximately  179,000 
grocery  stores  in  the  United  States.    According  to  the  U.  S.  Department 
of  Ubor  estimates  only  3,700  food  stores  use  the  full-time  student 
certificates.    Approximately  125  of  the  retail  grocers  responding  to  the 
NARGUS  survey  use  the  full-tliie  student  certificate. 
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The  restrictions  on  employing  full-time  students  at  85  percent  of 
the  minimum  wage  require  special  certification.    Any  retail  grocery 
employer,  Including  single  units  and  multi-stores,  may  employ  no  more 
than  six  full-time  students  at  85  percent  of  minimum  wage  without  prior 
Department  of  Labor  authorization.    To  employ  more  than  six  full-time 
students,  applications  must  be  submitted  for  each  store  and  employment 
may  not  connence  until  approval  from  the  Department  of  Labor  has  been 
received. 

A  limit  of  10  percent  of  the  total  monthly  hours  of  all  employees 
Is  Imposed  for  employers  seeking  to  employ  more  than  six  full-time 
students,  unless  a  higher  percentage  monthly  allowance  can  be  estab- 
lished by  historical  Information.     It  Is  difficult  for  an  establishment 
to  have  high  enough  monthly  hourd  for  employees  to  use  the  10  percent 
limitation.    For  example.  It  would  take  16,000  hours  or  approximately 
100  full-time  employees  to  allow  employment  of  10  full-time  students  for 
40  hours  per  week  during  vacation  periods. 

The  result  Is  that  the  paperwork  and  regulatory  restrictions  elim- 
inate the  Incentive  for  retail  grocers  to  even  apply  to  employ  full-time 
students.    Retail  grocers  have  curtailed  employment  opportunities  for 
yuuth. 

Unemployment  for  teenagers  between  16  through  19  years  of  age  was 
19  percent  In  February  1981,  or  1,762,000  teenagers.    For  black  and 
othei  minority  teenagers  the  unemployment  rate  was  35  percent,  or  335,000. 
The  continuing  high  youth  unemployment  rates  require  Congress*  attention 
and  action. 
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If  employment  opportunities  for  teenagers  are  to  be  expanded  the 
Congress  must  act  to  eliminate  the  paperwork  and  redtape.    S.  348  Is  a 
positive  step  tow   .  reducing  the  loss  of  J„bs  for  teenagers  In  the 
retail  food  indu.     y.    S.  348  «.uld  permlf  the  employment  of  teenagers 
below  the  age  of  20  at  75  percent  of  the  alnlmun  hourly  wage  for  six 
•cnths.    Full-tl»e  students  could  be  employed  at  75  percent  of  the 
minimum  hourly  wage  for  no  more  than  20  hours  in  any  workweek,  except 
during  Vacation  periods. 

NAKGUS  strongly  believes  the  paperwork  and  redtape  a^^^  he  elim- 
inated la  employing  full-time  students.    Any  application  to  the  Depart- 
ment of  Labor  continues  the  unnecessary  paperwork.    NARGUS  recomends 
improving  S.  3/3  by  eliminating  the  special  certification  for  full-time 
students.    Compliance  and  enforcement  can  be  accomplished  In  the  same 
manner  as  other  aspects  of  the  Fair  Labor  Standards  Act. 

The  rules  of  having  a  letter  from  the  educational  Institution,  res- 
tricting employment  to  no  more  than  20  hours  per  week  (except  during 
vacation  periods),  and  paying  no  less  than  75  percent  of  the  minimum 
hourly  wage  for  full-time  students  can  be  enforced  through  normal  De- 
partment of  Labor  Inspection  procedures.    The  pay  records,  hours  of 
employment,  and  other  Information  are  already  required.    The  certifica- 
tion application  merely  impedes  employers  making  use  of  the  program. 
Concern  should  focus  on  creating  e.«ployment  opportunities  for  youth  and 
not  maintaining  federal  regulatory  bureaucracy. 

Numerous  arguments  have  been  raised  against  creating  a  youth  oppor- 
tunltv  wa...  for  teenager,.     I  „„uld  uke  to  address  those  arguments 
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First,  that  a  youth  differential  will  result  In  employers  firing 
older  workers  and  hiring  teenagers.    As  the  NARGUS  report  Indicates  In- 
creases In  the  ffllniinuin  wage  have  decrea£»3d  employment  opportunities  In 
food  retailing  that  have  traditionally  been  available  to  teenagers.  In 
effect,  the  teenage  job  market  In  food  retailing  Is  shrinking  or  being 
ellmlokwed.    A  youth  opportunity  %iage  %d.ll  reverse  this  trend.      As  a 
retail  grocer  I'm  not  going  to  hire  a  teenager  at  low  wage  to  replace  a 
higher  paid  employee.    The  key  to  economic  survival  In  the  retail  food 
Indistry  la  productivity.    It  makes  no  sense  to  fire  a  productive  em- 
ployee In  a  position  of  responsibility  and  hire  an  employee  with  little 
or  no  experience.    Besides,  if  the  argument  held  true*  employers  today 
would  be  firing  employees  earning  above  the  minimum  wage  by  the  thousands 
and  replacing  them  with  Individuals  at  the  minimum  wage  level.    No  study 
of  the  federal  minimum  wage  that  I  am  a%iare  of  has  ever  raised  the 
subject  as  a  critical  practice.    Certainly,  the  Congress  has  not  been 
overcome  with  cries  to  take  action. 

From  an  employee  relations  point  of  view  an  employer  who  engaged  In 
such  a  practice  would  jeopardize  employee  morale  and  certainly  gain  an 
unfavorable  reputation  In  the  minds  of  prospective  employees. 

The  basis  of  the  youth  opportunity  wage  Is  to  provide  entry  level 
jobs  for  teenagers.    As  experience  Is  gained  those  Individuals  ought  to 
have  the  same  opportunity  for  advancement  on  merit  as  other  employees. 
Hiring  teenagers  to  replace  experienced  managers,  clerks,  stockers,  and 
other  employees  In  retail  food  stores  does  not  make  economic  sense. 
However,  providing  a  youth  opportunity  wage  offers  an  incentive  to 
retail  grocers  to  maintain  and  expand  youth  employment  opportunities. 
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Another  argument  agalndt  the  youth  opportunity  wage  Is  that  em- 
ployers will  fire  teenagers  and  replace  them  with  new  teenagers  at  the 
youth  opportunity  wage  level.    As  mentioned  earlier,  training  of  store 
personnel  is  an  Investment  by  the  employer  In  the  employee  for  the 
betterment  of  the  business.    It  takes  time  and  money  to  train  new  employees. 
Little,  If  any,  savings  would  result  from  continually  replacing  employees. 
One  of  the  best  assets  a  retail  grocer  can  have  Is  a  stable  reliable 
workforce . 

S.  348  would  subject  an  employer  to  severe  penalties  for  engaging 
In  a  pattern  or  practice  of  substituting  youth  workers  earning  the  youth 
opportunity  wage  for  older  workers  earning  at  least  the  minimum  wage,  or 
terminating  youth  employees  and  employing  other  youth  employees  In  order 
to  gain  continual  advantage  of  the  vouth  opportunity  wage.  Employers 
would  not  only  be  subject  to  backpay  penalties,  but  to  fines  up  to 
$2,500  for  the  first  offense  and  up  to  $10,000  for  subsequent  offenses. 
The  penalties  provided  are  a  strong  deterrent  to  employer  abuse  of  the 
youth  opportunity  wage. 
COHCLUSION 

The  youth  opportunity  wage  offers  employers  an  Incentive  to  main- 
tain and  develop  employment  for  youth.    Continuing  and  persistent  high 
unemployment  of  America's  youth  denies  a  vital  public  sector  work  exper- 
ience.   The  advancement  of  our  nation's  productivity  requires  a  commit- 
ment to  providing  teenagers  the  responsibilities  and  benefits  of  employ- 
ment.   NARGUS  supports  the  youth  opportunity  wage  and  will  work  toward 
accomplishing  the  goal  of  expanding  teenage  employment.    On  behalf  of 
NARGUS,  I  wish  to  thank  the  comaittee  for  this  opportunity  to  testify  In 
support  of  the  youth  opportunity  wage. 
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PROLOGUE 

This  report  conducted  by  the  National  Association  of  Retail  Grocers  of  the 
United  States  (NARGUS)  is  based  on  a  survey  of  NARGUS  retail  grocer 
members  in  the  Fall  of  1980.  NARGUS  conducted  the  survey  m  response  to 
requests  for  public  comment  by  the  Minimum  Wage  Study  Commission  on  the 
effects  of  the  Fair  Labor  Standards  Act  of  1938.  In  addition,  a  $4  00  an  hour 
federal  minimum  was  advocated  in  the  fall  of  1980.  This  report  contains 
wntten  comments  of  retail  grocers  as  well  as  analysis  of  responses  to 
questions. 

NARGUS  wishes  to  extend  appreciation  to  the  letail  grocers  froir  all 
over  the  United  States  who  took  the  time  from  busy  retail  grocery  business 
schedules  to  participate.  Without  the  participation  of  interested  retail  grocers 
this  report  would  not  be  possible. 

NARGUS  IS  a  national  nonprofit  trade  association  representing  owners 
and  operators  of  local  retail  grocery  stores  NARGUS  members  operate  a 
^wide  variety  of  stores,  including  convenience  stores,  grocery  stores,  box 
stores,  warehouse  stores,  and  supermarkets.  Service  is  provided  by  NARGUS 
members  in  the  inner  city,  urban,  suburban,  and  rural  areas  NARGUS  and  its 
35  affiliated  state  and  local  associations  represent  approximately  40.000  retail 
grocers  in  the  United  States. 

FAIR  LABOR  STANDARDS  ACT  OF  1938 

The  federal  minimum  wage  law  has  been  in  effect  for  over  four  decades.  Prior 
to  I%1  employee  coverage  was  based  on  job  relatedness  to  interstate 
commerce.  In  1%I  retail  enterprises  with  annual  sales  of  $1  million  or  more 
had  all  employees  covered  under  the  federal  minimum  wage  law  By  l%9  and 
through  July  I,  1978  the  retail  enterprise  coverage  test  was  lowered  to 
$250,000  Today  the  annual  sales  figure  is  $325,000.  Because  food  retailing 
IS  a  high  volume  and  turnover  business  even  a  single  convenience  store 
enterprise  may  not  be  exempt  today.  The  result  is  retail  grocers  are  directly 
impacted  by  the  federal  minimum  wage  law 

SURVEY  RESPONDENTS 

Five  hundred  and  fift>  retail  grocers  operating  approximate!)  2555  food  stores 
responded  to  the  NARGUS  inquiry.  Sixt>  one  percent  have  one  store, 
eighty-eight  percent  have  five  stores  or  less  and  ninety  percent  have  ten  or  less 
stores 

Employ ment  ol  the  530  retail  grocers  covers  over  60,000  employees. 
Approximately  fifty-two  percent  of  the  emplovees  are  part-time  and  forty- 
eight  percent  are  tull-time 

EFFECT  OF  FEDERAL  MINIMUM  WAGE 

The  NARGUS  survey  requested  retail  grocers'  reactions  federal  minimum 
\^age  increases  for  1980  from  $2  90  to  $3  10  an  hour,  for  198 1  from  $3  10  to 
$3.35  an  hour,  and  for  proposed  S4,(M)  an  hour  mmimum  wage.  The 
responses  indicate  retail  grocers  attempt  to  adjust  to  the  federal  law  and  the 
mipjct  on  emplovment,  prices,  and  store  operations 
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**A  standard  of  living  cannot  be  legislated  by  government  nor  negotiated  by 
union  contract.  An  increase  in  rate  per  hour  without  an  increase  in 
production  forces  the  employer  to  find  some  way  to  offset  the  increase  — 
whether  it  is  through  mechanization,  different  hiring  policies  and  organiza- 
tional structures,  passing  the  increased  expense  along  to  the  customer,  or  a 
combination  of  these  things.  While  the  purpose  of  increasing  the  minimum 
wage,  I  suppose,  is  to  help  the  wage  earner  cope  with  inflation,  it  is,  in 
actuality,  a  major  cause  of  it." 

—  Texas  Retail  Grocer 

**Our  labor  cost  has  increased  from  the  last  several  years.  I  am  comparing  a 
percent  to  sales.  Each  time  the  minimum  wage  is  increased,  it  has  a  rippling 
effect  throughout  all  departments.  As  an  increased  cost  in  doing  business, 
this  has  to  be  passed  on  to  the  consumer.  If  the  minimum  wage  gets  too  high 
or  any  higher,  we  will  discontinue  some  of  the  services  such  as  courtesy 
boys,  thereby  reducing  our  labor  cost,  and  thereby  eliminating  employment 
for  teenagers." 

—  Wisconsin  Retail  Grocer 

WHAT  IS  THE  EFFECT  ON  CONSUMER  PRICES? 

In  1980,  eighty-four  percent  of  the  retail  grocers  increased  prices  because  of 
the  federal  minimum  wage  increase  from  $2.90  to  $3. 10  an  hour.  For  1981, 
seventy-one  percent  are  projecting  price  increases  as  a  result  of  the  federal 
minimum  wage  increase  to  $3,35  an  hour.  Seventy-one  percent  would  also 
increase  consumer  prices  in  the  event  of  an  increase  to  $4.00  an  hour.  When 
asked  what  the  average  price  increase  would  be  if  the  federal  minimum  wage 
was  raised  to  $4.00,  a  mean  average  5  percent  pnce  increase  was  indicated  by 
approximately  sixty  percent  of  the  retail  grocers.  Over  one-half  of  the  retail 
grocers  estimating  a  price  increase  answered  between  one  to  three  percent. 

For  consumers,  it  is  important  to  note  that  of  the  retail  grocers  not 
predicting  a  price  increase,  a  significant  number  would  make  a  later 
determination  based  on  competitive  conditions.  Competition  in  a  particular 
market  could  force  retail  grocers  to  absorb  some  increased  labor  costs.  In  such 
instances,  the  result  is  lower  margins  for  retail  grocers'  operations.  Retail 
grocers  would  evaluate  other  alternatives  such  as  labor  reductions,  reduced 
services,  or  possibly  business  cessation. 

**There  is  no  such  thing  as  a  free  lunch;  somebody,  usually  the  consumer, 
pays  for  it  all." 

—  Pennsylvania  Retail  Grocer 

**These  increases  in  minimum  wage  are  passed  on  though  the  entire  retail 
system,  and  are  a  large  log  on  the  growing  inflationary  fire." 

—  Illinois  Retail  Grocer 

**We  will  raise  prices  when  wages  go  to  $3  35  per  hour  Maybe  3  to  5*^? 

**If  minimum  wage  reaches  $4.00  per  hour  in  1981, 1  would  expect  prices  to 
raise  10*^  more  or  less.  The  percentage  no  doubt  will  change  when  we  get 
into  this  thing.** 

—  West  Virginia  Retail  Grocer 
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"We  made  our  biggest  adjustment  in  1978  in  reducing  work  force  and  using 
more  part-time  help  because  of  the  increase  in  minimum  We  have  our 
forces  down  to  a  minimum  now,  we  will  have  to  raise  prices  ' 

—  Connei  ncur  Retail  Grocer 

**When  minimum  wage  is  increased »  pnces  are  raised,  the  consumer  pays 
for  the  increase,  the  consumer  is  also  an  employee." 

—  Texas  Retail  Grocer 

"Sinceour  margin  of  profit  after  expenses  is  so  low— .50^  to  W(  due  to  very 
aggressive  competition,  every  time  we  are  forced  to  raise  our  minimum 
wage  base  we  suffer  an  even  lower  net  profit  We  are  beco  ning  very 
frustrated/' 

—  Idaho  Retail  Grocer 

"The  minimum  wage  increase  is  really  putting  the  hurt  on.  Because  of 
competition  we  are  unable  to  do  much  in  the  way  of  increasing  prices  So  we 
will  have  to  cut  hours  and  may  lay  some  employees  off  *' 

—  Minnesota  Retail  Grocer 

^^^iJiLlaborj:oMs  a|reud>J6  of  our  cost  of  doing  bu&iac^s,  ainiici«a4»e^«f  ^10^   

in  our  lowest  wage  scale  would  increase  our  cost  of  doing  business  at  least 
159c  in  spite  of  any  effort  to  reduce  hours/' 

—  Iowa  Retail  Grocer 

"In  our  6  stores  we  use  approximately  4050  manhours  per  week,  an  increase 
of  25  cents  due  in  198!  will  cost  our  company  approximately  $53,000  this 
commg  year.  This  increase  must  be  passed  on  to  the  consumer  by  higher 
grocery  prices,  if  we  are  to  stay  in  business/' 

—  Indiana  Retail  Grocer 

"The  retailer  is  caught  in  a  three  way  squeeze:  I .  In  an  era  of  the  shrinking 
value  of  the  dollar  the  public,  in  order  to  make  ends  meet,  reduces  its 
consumption  of  goods  and  services  The  consumer  finds  that  a  product  or 
service  that  was  a  necessity  last  month  can  be  done  without  this  month.  He 
also  becomes  much  more  price  conscious  .  .  . 

"The  retailer  cannot  simply  raise  the  price  of  his  goods  in  order  to 
jver  his  rising  expenses.  In  fact,  in  a  tight  money,  price  conscious  market 
he  finds  that  his  profit  margin  is  shrinking.  He  is  also  faced  with  lying  up 
more  and  more  of  his  capital  in  order  to  stay  in  stock.  He  must  pay  income 
taxes  on  inflation.  He  is  faced  with  a  higher  and  higher  payroll  whether  or 
not  there  is  an  increase  in  production.'* 

—  Texas  Re  tad  Grocer 

WHAT  IS  EFFECT  ON  El^iPLOYMENT? 

In  1980.  approximately  seventy-five  percent  of  the  retail  grocers  indicated 
they  reduced  the  number  of  hours  employees  worked  because  of  the  federal 
minimum  wage  increase  to  $3.10  an  hour.  Close  to  eighty  percent  plan  to 
reduce  the  number  of  hours  employees  work  in  1981  due  to  the  increase  to 
$3.35  an  hour.  Ninety  percent  would  reduce  the  number  of  employee  hours 
worked  if  the  federal  minimum  wage  was  increased  to  $4.00. 
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*in  the  last  15  months,  we  have  eliminated  over  400  man  hours  per 
week  at  both  of  our  stores.  Labor  productivity  has  become  our  number  one 
priority.  I  expect  to  eliminate  more  hours  next  year,  even  if  I  have  to  reduce 
services  to  do  it.** 

—  Tennessee  Retail  Grocer 

*i  have  a  super  market  in  the  inner  city,  where  there  is  a  large  percentage  of 
teenagers,  which  I  need  to  employ.  But  because  of  the  increase  of  high 
minimum  wage,  I  was  forced  to  lay  off  3  kids  and  cut  back  on  full  time 
hours.** 

—  Connecticut  Retail  Grocer 

*it  is  sad  to  see  the  number  of  young  capable  people  who  have  been  priced 
out  of  the  job  market.  The  ripple  effect  on  the  other  employees  of  higher 
wages  and  seniority  is  costly  to  consumers  as  well  .is  the  employees* 
available  working  hours.** 

—  Utah  Retail  Grocer 

**Students  have  always  been  a  major  part  of  our  retail  grocery  business.  Each 
-time  minimum  wage  goes  up  we  hire  fewer  students  .  .  .  However,  I  miss 

not  being  able  to  influence  young  people  toward  work  attitudes  that  are  life 

lasting  and  healthy  for  stud^mts.** 

—  Nebraska  Retail  Grocer 

*If  minimum  goes  to  $3.70  or  $4.00  we  will  eliminate  all  teenage  (school) 
help!!  We  have  already  reduced  the  teenage  force  because  of  minimum 
wages  in  effect. 

**Service  to  custome-s  will  suffer  as  a  result  and  will  take  away  a  tool 
we  have  to  help  compete  with  chain  stores." 

—  Oregon  Retail  Grocer 

*An  increased  minimum  wage  has  the  effect  of  reducing  the  employment  of 
young  workers,  and  less  qualified  workers.  These  jobs  simply  are  removed 
from  the  scene.'* 

—  Indiana  Retail  Grocer 

*We  have  50  to  60  jobs  tor  teenagers  but  if  the  minimum  wage  gets  any 
higher  we  will  probably  make  changes  in  our  operation.** 

—  Colorado  Retail  Grocer 

*The  trend  towards  part-time  employees  is  both  a  result  and  a  consequence  of 
the  minimum  wage  increase.  As  more  and  more  people  are  forced  to  seek 
part-time  work  as  a  result  of  inflation  caused  by  the  mmimum  wage 
increases,  more  employers  are  adding  part-timers  instead  of  full-timers 
because  the  wage  rate  is  less  and  fringe  benefits  are  much  less.'* 

—  Georgia  Retail  Grocer 

'We  used  to  have  aoout  18  full  time  people  (now  10)  until  minimum  wage 
started  to  take  effect.  The  minimum  wage  increase  has  also  cost  some 
marginal  part-time  workers  their  job.*' 

—  Iowa  Retail  Grocer 
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Overtime  hours  in  1980  were  reduced  by  81  percenc  of  Che  retail  grocers 
and  83  percenc  expect  to  do  so  in  198 1 .  Ninety  percent  would  reduce  overtime 
hours  if  the  federal  minimum  wage  increased  to  $4.00  an  hour.  A  number  of 
the  retail  grocers  not  expecting  to  reduce  overtime  hours  indicated  policies 
had  already  been  implemented  to  allow  no  overtime  or  control  overtime 
hours. 

Almost  sixty  percent  of  the  retail  grocers  indicated  staff  was  reduced  in 
1980  and  expect  to  do  so  again  in  1981.  Eighty  percent  would  reduce  staffing 
if  the  federal  minimum  wage  was  raised  to  $4.00. 

Over  seventy  percent  of  the  retail  grocers  have  decreased  the  number  of 
teenage  employment  opportunities.  Almost  seventy  percent  state  minimum 
wage  increases  result  in  use  of  more  part-time  employees. 

*in  January  1980  when  minimum  wage  went  to  $3.  lO/hr.  I  had  to  cut  my 
man  hours  by  20  hours  and  in  the  fall  I  cut  the  hours  again  by  22  hours.  If  the 
minimum  wage  goes  $3.35  I  will  be  cutting  my  man  hours  again  probably 
by  about  20  hours  per  week. ' ' 

—  Vermont  Retail  Grocer 

**We  win  not  have  overtime  situations  because  of  the  high  cost  of  labor." 

—  California  Retail  Grocer 

'*2  yrs.  ago  we  had  16  bag  boys;  I  yr.  ago  we  had  12  bag  boys;  then  9  mos. 
ago  we  had  8  bag  boys.  All  because  of  minimum  wage  rates  we  will  go  to  6 
next  year.'' 

~  Louisiana  Retail  Grocer 

"The  majority  of  minimum  wage  earners  we  have  are  bag  boys.  We  will 
monitor  their  hours  closely.  We  have  always  had  good  service  at  the 
checkouts  with  our  baggere.  If  it  goes  to  $4.00  an  hour  the  customers  might 
not  get  the  good  service  they  had  for  the  last  20  years." 

—  Michigan  Retail  Grocer 

**The  minimum  wage  increase  decreases  the  opportunities  for  young  people  to 
get  part-time  jobs.  We  used  to  have  Bag  Boys  &  Carryout  Boys  but  we  had 
to  cut  them  out  when  the  cost  became  prohibitive." 

—  Pennsylvania  Retail  Grocer 

"Pay  scales  invariably  have  to  go  up  on  everyone  —  we  definitely  have  to 
make  it  up  by  reducing  the  total  number  of  employees  and  it  also  becomes 
necessary  to  raise  prices  in  some  way." 

—  New  Hampshire  Retail  Grocer 

"Thank  you  for  the  opportunity  to  respond  concerning  the  minimum  wage 
increase.  I  am  continually  amazed  at  our  government's  lack  of  business 
acumen!  I  honestly  believe  that  our  legislators  think  that  all  businesses  have 
the  same  options  available  to  them  as  the  government;  that  is,  to  print  money 
to  pay  off  debts  or  simply  raise  prices  to  cover  increased  costs.  When 
Washington  decides  to  increase  the  minimum  wage,  I  can't  just  tell  all  my 
Vir ' .      ?omeij»  I'm  raising  the  price  of  milk  and  bread  and  they  will  just 
their  social  security  checks  a  little  further.  Neither  can  I  print 
•t  »a  ^roll  My  only  option  is  to  reduce  man  hours. 
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ARE  FULL  TIME  STUDENT  CERTIFICATES  LSABLEV 

Under  the  present  federal  minimum  wage  law  a  retail  grocer  enterpnse,  which 
may  consist  of  more  than  one  store,  may  employ  only  6  full-time  students  at 
no  less  than  85  percent  of  the  regular  minimum  wage  without  prior 
authonzation  from  the  U  S,  Department  of  Labor.  However,  an  application 
must  be  submitted  to  the  Department  of  Labor  no  later  than  the  start  of  student 
employment.  If  more  than  six  fulNttme  students  are  desired  for  employment  at 
no  less  than  85  percent  of  the  regular  minimum  wage  rate,  the  retail  grocer 
enteqjnse  must  adhere  to  complex,  strict  federal  regulations. 

Only  23  percent  of  the  retail  grocers  made  use  of  and  employed  students 
under  the  fulltime  student  certificates  in  1980.  The  major  restriction  is  the 
federal  regulatory  burden. 

'*!  do  not  like  to  use  teenagers  at  85^f  of  minim  im  wage  because  of  the 
regulations  involved  .  .** 

^Arkansas  Retail  Grocer 

**I  attempted  to  get  a  certificate  to  work  teenagers  atsubminimum  wage.  I  had 
the  wage  and  hour  people  investigate  me  because  >ou  can  only  work  a 
pcrcentag:e  of  your  hourly  people  at  this  rate  We  need  a  special  rate  for 
teenagers. 

—  idaho  Retail  Grocer 

*'Too  many  requirements  for  working  teenagers  Would  use  more  if  not  for  all 
the  extra  paperwork  required  by  gov't  " 

—  Florida  Re  tad  Grocer 

*'I  believe  that  a  special  provision  should  be  made  for  teens  14/16  one  wage; 
16/18  a  higher  wage;  18  over  minimum  hourly  wage." 

—  New  York  RetaU  Grocer 


IS  THERE  A  RIPPLE  EFFECT  TO  MINIMUM  WAGE  INCREASES? 

Eighty-seven  percent  of  the  retail  grocers  find  it  necessary  to  increase  higher 
paid  employees  when  employees'  minimum  wage  is  increased.  This  is 
commonly  referred  to  as  the  "Ripple  Effect." 

"The  minimum  wage  has  a  very  grave  effect  on  our  higher  paid  people.  We 
must  raise  them  as  much  or  more  than  the  increase  in  minimum  wage  and 
has  forced  us  to  raise  prices  every  time  " 

—  Wisconsin  Retad  Grocer 

**When  paying  minimum  wage  to  inexperienced  help,  1  find  it  necessary  to 
increase  pay  of  my  regular  workers.  This  is  where  the  big  expense  comes  in. 
It  pyramids . ' ' 

—  Connecticut  Retad  Grocer 

"Our  problem  with  increasing  minimum  wage  is  the  fact  that  we  are  pressured 
into  increasing  higher  paid  employees'  wage.  They  think  we  *owe'  them  a 
cost  of  living  raise  equivalent  to  minimum  wage  hike  — then  they  want  to 
talk  about  a  raise." 

—  Kansas  Retad  Grocer 
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**The  increase  in  higher  paid  employees  is  the  most  costly  part  They  insist  on 
same  percentage  minimum  goes  up,  plus  cost  of  living  based  on  CPI,  then 
merit  and  seniority  raises/* 

—  New  Hampshire  Retail  Grocer 

**I  believe  the  minimum  wage  is  the  most  inflationary  issue  we  have.  If  we 
increase  the  $3  people  we  have  to  increase  the  $4  people.  So  it  goes  right  on 
up  the  ladder  5-6-7-8-9- 1 0  and  up. " 

—  Texas  Retail  Grocer 

WHAT  IS  EFFECT  ON  RETAIL  GROCERV  OPERATIONS? 

Retail  grocers  appeai  .nost  reluctant  to  make  any  changes  in  operating  hours, 
mainly  due  to  competitive  considerations.  Only  eighteen  percent  reduced 
operating  hours  in  1980.  Twenty  percent  of  the  retail  grocers  would  expect  to 
reduce  operating  hours  in  1981  and  forty-three  percent  would  consider  it  if  the 
federal  minimum  wage  was  increased  to  $4.00  an  hour. 

Approximately  sixty  percent  of  the  retail  grocers  have  or  are  considering 
adding  equipment  to  help  cope  with  minimum  wage  increases.  Alternatives 
iiiclude^ electronic  cash  registers,  scanning  cash  registers,  and  other  me- 
chanical equipment  which  would  increase  productivity  and  efficiency. 

Finally,  some  retail  grocers  indicated  that  future  minimum  wage  in- 
creases may  jeopardize  their  business  viability. 

**We  have  installed  new  electronic  registers." 

—  Michigan  Retail  Grocer 

*if  the  minimum  wage  keeps  going  up  it  will  force  more  unemployment  and 
will  force  more  supermarkets  out  of  business  that  are  doing  less  than  $2 
million  per  year.'' 

—  Florida  Retail  Grocer 

'*The  other  alternative  to  maintain  level  prices  would  be  to  eliminate  that 
service  which  is  provided  by  the  employees  covered  by  the  minimum  wage. 
In  our  industry  this  means  eliminating  carryout  service." 

—  Montana  Retail  Grocer 

HNDINGS  AND  CONCLUSIONS 

The  federal  minimum  wage  is  having  an  inflationary  impact  on  the  prices 
consumeis  pay  in  retail  food  stores,  adversely  affecting  employment  oppor- 
tunities in  retail  food  stores,  especially  for  teenagers,  and  squeezing  viable 
local  retail  grocer  operations. 

Consumer  Prices 

Consumer  prices  in  retail  food  stores  were  increased  in  1980,  according  to 
eighty-four  percent  of  the  retail  grocers  responding,  due  to  federal  minimum 
wage  increases.  The  federal  minimum  wage  was  a  factor  in  the  1980  food 
price  increases  of  approximately  ten  percent.  Seventy-one  percent  of  the  retail 
grocers  will  factor  the  required  minimum  wage  increases  into  food  prices  for 
1981.  The  ripple  effect  of  having  to  increase  higher  paid  employees'  wages 
adds  to  the  pressure  on  food  prices.  The  direct  effect  according  to  sixty 
percent  of  the  retail  grocers  would  be  a  5  percent  increase  in  retail  grocery 
store  prices  if  the  federal  minimum  wage  was  raised  to  $4.00  an  hour. 
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Employment 

On  the  employment  side,  retail  grocers  have  been  curtailing  man-hours  to 
cope  with  recent  federal  minimum  wage  increases.  Approximately  eighty 
percent  expect  to  reduce  the  number  of  hours  employees  work  in  1981, 
Almost  sixty  percent  have  been  reducing  staff  Over  seventy  percent  of  the 
retail  grocers  have  decreased  teenage  employment  opportunties 

The  federal  minimum  wa^e  increases  are  creating  an  employment 
dilemira  in  the  retail  grocery  industry.  Legislators  increase  the  federal 
minimum  wage  to  improve  minimum  wage  employees'  standard  of  living. 
However,  in  low  profit  margin  industnes  like  food  retailing,  local  retail 
grocers  are  squeezed  by  the  higher  operating  costs.  In  order  to  remain 
competinve  retail  grocers  react  by  trimming  man  hours,  com.olling  or 
eliminating  overtime,  and  reducing  staff.  The  result  is  some  employees  have 
experienced  reduced  work  time  and  loss  of  employment  opportunities. 
Beneficiaries  of  those  losing  full-time  employment  appear  to  be  women  and 
others  seeking  to  supplement  family  income  during  these  inflationary  times. 

The  retail  grocery  industry  has  traditionally  been  a  large  employer  of 
teenagers  for  such  customer  services  as  bagging  and  carrying  out  groceries. 
As  the  mhtinnim  wage  increases,  46  percent  in  the  last  four  years,  retail 
grocers  are  forced  to  judge  whether  the  employment  opportunities  are 
economically  justified  Over  seventy  percent  have  reduced  these  teenage  job 
opportunities.  Despite  a  willingness  and  desire  by  retail  grocers  to  train  and 
employ  teenagers,  the  economic  realities  have  made  such  ventures  loo 
expensive 

The  present  full-time  student  certificates,  permitting  employers  to 
employ  full-time  students  at  no  less  than  85  percent  of  the  regular  minimum 
wage  rate,  offers  no  relief  to  the  problem.  Less  than  one  in  four  of  the  retail 
grocers  responding  uses  the  program  because  of  the  federal  paperwork  and 
regulations.  Retail  grocers  must  complete  U.S.  Department  of  Labor  applica- 
tions. Legal  and  other  expert  advice  is  likely  required  to  determine  whether  a 
retail  enterprise  may  employ  more  than  six  full-time  students. 

Employers  desiring  to  employ  more  than  six  may  apply  for  full-time 
student  certificates  for  no  more  than  ten  percent  of  total  hours  of  all  employees 
during  any  month.  The  difficulty  is  thai  the  bagging  and  carrying  service  is 
not  likely  to  be  a  strict  10  percent  ratio  in  retail  grocery  stores.  The  retail 
grocer  must  track  the  hours  to  be  sure  full-time  student  employment  does  not 
exceed  ten  percent  If  ii  does,  the  full-time  student  must  be  paid  at  least  the 
federal  minimum  houriy  wage.  The  result  is  the  retail  grocer  is  in  the  awkward 
position  of  having  to  pay  the  same  employee  two  different  wage  rates.  In 
addition,  the  .same  problem  occurs  because  full-time  students  may  not  be 
employed  during  a  sch(H>l  week  for  more  than  20  hours  at  no  less  than  85 
percent  of  the  regular  minimum  wage  rate. 

If  the  retail  grocer  enterpnse  desires  to  employ  more  than  six  full-time 
students  and  over  10  percent  of  the  total  nionthly  hours,  the  retail  grocer  must 
have  past  records  to  make  application,  in  some  cases  dating  back  to  before 
1974 
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Efforts  must  be  undertaken  administratively  jnd/or  legislatively  to 
improve  the  employment  opportunities  for  teenagers  A  national  policy  that 
economically  continues  to  close  the  employment  door  to  teenagers  will  create 
a  generation  without  work  experience  At  some  point  an  individual  must  learn 
the  responsibilities  and  benefits  of  employment,  such  as  punctuality,  perfor- 
mance according  to  management  directions,  courtesy,  and  dependability. 
Benefits  not  oniy  include  remuneration,  but  expenence,  improved  image  of 
self-worth,  and  the  desire  to  advance  Delaying  the  opportunities  for  teenage 
individuals  to  become  a  productive  segment  of  society  poses  a  substantial 
disadvantage  for  adult  employment  opportunities 

Retail  Grocery  Store  Operations 

Fewer  retail  grocers,  only  18  percent,  have  reduced  operating  hours  because 
ot  federal  minimum  wage  increases  Maintaining  operating  hours  is  a 
necessary  competitive  tool  essential  to  retail  grocers  maintaining  sales  and 
their  competitive  position  in  the  marketplace  Pnmarily,  emphasis  appears  to 
focus  on  adjusting  employment  and  prices  in  response  to  federal  minimum 
wage  increases 

Local  retail  grocers  historically  have  featured  service  as  a  competitive 
tool  against  large  national  retail  food  chains.  Personalized  customer  service 
h-^s  included  bagging,  carrying  out,  and  loading  groceries  In  response  to 
iiicreased  federal  minimum  wages,  retail  grocers  u^-  e  reviewed  and  some- 
times eliminated  this  customer  service  Elimination  of  bagging  and  carry  out 
service  may  impact  on  the  local  retail  grocers'  competitive  edge. 

Retail  grocers  are  a»  >  evaluating  more  efficient  equipment  to  offset 
escalating  labor  costs  w.ih  increased  productivity.  Approximately  sixty 
percent  of  the  retail  grocers  have  or  will  invest  in  sucl»  equipment  For 
example,  electronic  cash  registers  or  scanning  cash  registers  are  frequently 
mentioned 

Finally,  the  most  drastic  impact  on  retail  grocers  is  the  significant 
number  expressing  concern  that  future  federal  tninimum  wage  increases  could 
force  them  out  of  business.  Retail  grocers  caught  in  a  squeeze  of  intense  price 
competition  and  rising  federal  minimum  wages  suffer  unusually  thin  profit 
margins.  One  retail  grocer  stated  he  could  get  a  belter  return  on  his  investment 
by  selling  out  and  investing  in  treasury  certificates  The  result  is  increased 
pressure  placed  on  small  and  medium  sized  business  to  survive  in  this  time  of 
highly  unstable  inflationary  economic  conditions 
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Senator  Nickles.  Mr.  Stephens,  do  you  have  a  statement? 

Mr.  Stephens.  Yes.  I  will  condense  my  remarks  to  what  I  consid- 
er to  be  the  salient  points,  if  I  may.  First,  let  me  say  that  I  am 
representing  the  National  Association  of  Convenience  Stores  with  a 
membership  of  over  35,000  stores,  and  the  2,000-member  Texas 
Retail  Grocers  Association,  of  which  I  am  currently  president-elect. 

I  address  my  comments  that  are  written  from  four  points  of 
view.  I  would  like  to  skip  over  two  of  those  to  the  ones  that  I  feel 
are  really  important  issues  here. 

Senator  Nickles.  Thank  you. 

Mr.  Stephens.  The  economy  is  the  first  one.  The  second  one  that 
I  would  really  like  to  dwell  upon  is  teenage  employment — that 
subject  in  general. 

The  largest  segment  of  unemployed  is  in  the  youth  age  category. 
Why  is  this?  It  is  simply  because  in  general,  the  younger  employee 
is  less  skilled  and  less  disciplined  and  therefore  less  likely  to  make 
a  positive  contribution  to  the  job.  Why,  then,  would  an  employer 
hire  such  a  person  when  one  with  a  higher  skill  level  and  perhaps 
a  greater  incentive  to  hold  a  job  can  be  hired  at  the  same  wage? 
Generally,  he  will  not. 

If  the  teenage  wage  differential  were  put  into  effect,  it  is  certain 
that  many  more  young  people  would  be  given  the  opportunity  to 
wc.  'ng  more  teenagers  to  work  would  create  a  domino  effect 
on  other  asoects  of  our  society.  It  would  occupy  a  part  of  their  time 
in  a  positive  fashion.  Social  studies  indicate  that  much  of  our 
Nation *s  crime  is  the  direct  result  of  young  people  having  nothing 
to  do  in  their  spare  time. 

It  would  give  them  the  opportunity  to  learn  a  skill  and,  with 
that,  the  pride  of  good  job  performance.  It  would  make  potentially 
better  employees  of  these  young  people  when  they  reach  adulthood 
because  of  that  youth  experience.  I  daresay  that  most  of  us  that 
are  over  40  had  plenty  of  teenage  work  experience  and  I,  for  one, 
feel  it  was  a  valuable  one  for  me. 

It  would  teach  them  the  work  ethic,  the  very  backbone  of  this 
Nation's  foundation.  It  would  teach  them  that  they  are  paid  what 
they  are  worth  according  to  their  productivity,  as  opposed  to  being 
given  a  wage  because  it  is  the  law  of  the  land. 

It  would  teach  them  a  sense  of  responsibility,  of  learning  to 
crawl  before  they  can  walk  and  having  to  perform  and  produce  in 
order  to  earn  a  better  wage. 

My  third  point  was  service,  and  I  will  skip  over  that  to  the 
fourth  and  final  point:  records,  regulations  and  paperwork.  An- 
other of  President  Reagan's  primary  goals  is  to  reduce  the  impact 
of  Government-required  paperwork  and  regulations  on  business 
and  consumers  alike.  I  assure  you  that  the  grocery  industry  is 
unanimously  in  support  of  that  position.  Do  not  give  the  economy  a 
break  with  reduced  wage  requirements  for  teens  and  then  take  it 
away  with  paperwot'k  and  other  requirements  and  regulations  that 
would  make  it  not  worth  the  trouble.  Some  of  these  bills  call  for  a 
maximum  of  six  teenagers  to  be  employed  at  a  subminimum  wage 
by  any  one  employer. 

Our  member  companies  range  in  size  from  one  store  having  less 
than  six  total  employees  to  6,500  stores  employing  thousands,  and 
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we  are  all  sizes  in  between.  So,  do  not  give  and  then  take  away  by 
using  arbitrary  quotas. 

Senator  Nickles.  A  couple  of  comments.  Are  all  convenience 
stores  mandated  to  be  covered  by  the  minimum  wage? 

Mr.  Stephens.  I  believe  that  is  correct.  There  are  some  exemp- 
tions that  are  so  low  that  they  really  do  not  apply.  So,  for  practical 
purposes,  they  are  all  covered. 

Senator  Nickles.  You  made  a  statement  that  I  would  like  to  ask 
you  about.  It  says: 

Rather  than  granting  a  subminimum  wage  for  a  (i-month  period,  eliminate  the 
time  tests  If  there  are  no  wage  requirements  for  those  18  years  old  and  under,  I  can 
guarantee  a  major  increase  in  teenage  employment  and  a  lessening  of  the  upward 
pressure  caused  by  wages  on  prices 

You  said  you  can  guarantee  an  increase  in  employment.  As  you 
probably  know,  I  introduced  a  bill  to  exempt  persons  under  the  age 
of  18  from  the  minimum  wage. 

Do  you  see  a  substantial  increase  in  the  number  of  jobs,  or 
opening  the  doors  on  a  number  of  jobs  for  people  in  that  age 
category  if  we  did  not  have  the  minimum  wage  requirements? 

Mr.  Stephens.  Yes,  I  do.  Senator.  I  prepared  these  comments 
prior  to  my  knowledge  of  your  bill  having  been  filed,  and  I  was 
especially  gratified  when  I  found  what  the  content  of  your  bill  was, 
because  that  is  exactly  what  I  am  speaking  about. 

I  realize  that  the  term  ''guarantee"  is  rather  strong.  Yet,  I  say 
that  from  my  own  point  of  view  and  from  talking  to  many,  many 
colleagues  in  the  grocery  industry  who  say  simply  that  they  have 
quit  hiring  teenagers  because  when  they  can  hire  an  adult  for  the 
same  wage,  they  are  not  going  to  hire  the  teenager.  Yet,  as  a  result 
of  not  hiring  the  teenager,  they  have  eliminated  many  of  the  jobs 
that  a  teenager  could  do  and  do  very  well— the  bottle  function,  the 
cleanup,  and  this  sort  of  thing. 

Senator  Nickles.  You  mentioned  the  bottle  function.  Do  you 
think  a  lot  of  those  jobs  have  disappeared?  Do  you  think  the  bag 
boy  jobs,  the  filling  station  jobs,  and  the  window  washing  jobs— and 
I  used  to  do  some  of  those  myself— have  disappeared  because  of  the 
minimum  wage? 

Mr.  Stephens.  I  very  delinitely  do.  I  think  that  is  one  of  the 
primary  causes  of  the  self-service  society  that  we  find  ourselves  in 
now. 

Senator  Nickles.  I  will  ask  this  question  to  both  of  you.  Do  you 
see  in  your  own  companies  or  other  companies  in  your  industries 
that  any  one  person  working  for  a  wage  at  or  above  the  minimum 
would  be  displaced  by  a  16-  or  17-year-old  who  would  work  for 

$2.75? 

Do  you  see,  across  the  country,  people  being  laid  off  and  replaced 
with  people  making  $2^L? 

Mr.  Macey.  Not  in  our  industry;  I  do  not  feel  that  that  would  be 
the  case. 

Senator  Nickles.  Do  you  think,  basically,  it  would  be  a  net 
increase  in  jobs?  That  is  what  we  are  talking  about.  We  are  not 
talking  about  moving  people  out  of  jobs;  we  are  talking  about 
opening  up  doors  on  jobs  that  basically  have  been  priced  out  of  the 
marketplace. 
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Mr.  Stephens.  That  is  my  feeling.  I  do  not  feel  that  there  would 
be  any  displacement  at  all  in  our  industry.  We  do  not  really  need 
minimum  wage  employees  in  our  business.  As  Waldo  made  the 
comment  a  little  earlier,  we  work  them  into  a  job  level  and  as  their 
skills  improve  rather  rapidly  because  of  the  relatively  low  skill 
level  required,  they  are  moved  forward  in  pay  scale  and  in  job 
position. 

Senator  Nickles.  Making  wages  greater  than  the  minimum 
wage? 

Mr.  Stephens.  Yes.  So,  if  we  had  the  opportunity  to  employ 
teenagers  at  below  the  minimum  wage  level,  we  would  not  be 
laying  off  our  better,  proven  employees  by  any  means. 

Senator  Nickles.  OK.  One  further  question,  Mr.  Stephens.  You 
mentioned  the  bureaucratic  mangling  of  the  student  application 
that  has  to  be  filed.  Do  many  people  in  your  industry  use  that 
because  of  the  problem  that  ensues? 

Mr.  Stephens.  No.  As  a  matter  of  fact,  it  is  sort  of  like  a  plum 
being  given  and  then  taken  away.  I  do  not  know  of  many  folks  in 
our  industry— we  do  not,  for  example,  use  that  particular  opportu- 
nity. 

Senator  Nickles.  Because  of  the  

Mr.  Stephens.  Because  of  the  paperwork. 

Senator  Nickles.  And  the  need  to  file  for  an  application? 

Mr.  Stephens.  Many  times,  these  students  and  these  younger 
people  are  short-term  employees  to  begin  with,  and  their  term  of 
employment  may  be  over  before  the  paperwork  could  be  processed. 

Senator  Nickles.  I  wish  to  thank  both  of  you.  Both  of  you  have 
traveled  a  considerable  distance  and,  for  that,  we  appreciate  your 
testimony.  Your  testimony  and  the  testimony  of  other  individuals 
will  be  entered  into  the  record. 

As  you  can  tell,  there  is  a  considerable  amount  of  interest  in  this 
subject  on  the  Hill.  I  might  explain  further  that  there  are  other 
meetings  on  the  Hill.  We  have  a  fairly  important  bill  before  the 
Congress  that  we  will  be  considering  this  afternoon.  Also,  we  will 
have  two  sessions  by  both  minority  and  majority  parties  to  discuss 
those  bills.  That  is  the  reason  for  the  absence  of  the  members. 

Mr.  Macey.  Senator,  if  tho  new  administration  can  get  the  econo- 
my of  this  country  going  and  I  can  afford  to  build  a  new  store,  I 
can  hire  another  65  or  70  people.  That  is  the  other  end  of  the 
thing. 

Senator  Nickles.  Good  comment.  Thank  you  very  much. 
[The  prepared  statement  of  Mr.  Stephens  follows:] 
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My  name  is  F,L.  Stephens,  President  of  Town  &  Countiy  Food  Stores,  Inc., 
a  67  unit  Convenience  Store  Cofnpany  headquartered  in  San  Angelo,  Texas.    I  a.*"  here 
representing  not  only  my  own  company,  but  also  the  Natimal  Association  of 
Cbnvenience  Stores  (NACS)  with  membership  of  over  35,000  convenience  stores,  and 
the  2,000  mefflber  Ttexas  Retail  Grocers  Association  (TRGA)  of  which  I  am  President- 
elect. 

I  would  like  to  ackiress  ^  comments  to  a  broader  concept  of  sub-miramu.-n  wage 
for  teen-agers  than  that  proposed  m  S.348,    My  remarks  will  deal  with  the  subject 
from  four  points  of  view: 

1.    The  Economy-  Everyone  from  President  Reagan  down  has  identified  the  economy 
in  general,  and  inflation  m  parMcular  as  our  nation's  nur.ber  one  problem.  With 
the  cost  of  labor  amounting  to  more  than  50%  of  our  industry's  cost  of  doing  business. 
It  must  be  recognized  that  the  level  of  wages  paid  has  a  direct  and  dramatic  impact 
on  the  price  of  food.    As  recently  as  January  1,  1981,  with  the  minimum  wage  increasing 
bo  $3.J5  per  hour,  overall  labor  costs  increased  as  did  the  price  of  our  merchandise 
accordingly.    While  the  com:ept  of  raising  minimuiti  wage  earners  salaries  is  good 
m  theory,  the  resulting  increase  m  the  price  tf  goods  and  services  leaves  the 
recently-  raised  minimum  wage  earner  where  he  was  before  the  upward  spiral  occured. 

The  concept  of  a  sub-minimum  wage  for  teenagers  is  irrvninently  reasonable 
in  that  any  step  that  is  taken  to  hold  down  the  costs  of  doing  business  will  impact 
prices  Similarly,    The  competitive  nature  of  the  grocery  industry  is  such  that 
general  industry  cost  reductions  will  be  passed  along  ♦^o  the  consumer  in  order 
for  each  merchant  to  stay  competitive  with  the  other. 

Rather  than  passi-^g  a  bill  reducing  the  wage  for  teen  ^gers  to  75%  of  the 
minimum  wage,  I  would  propose  to  eliminate  all  regulations  governing  youth 
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wages.    Rather  than  granting  a  sutMnmimum  wage  for  a  six-month  period,  eliminate 
the  time  test.    If  there  were  no  wage  requirements  for  those  18  years  old  and 
under,  I  can  guarantee  both  a  mapr  increase  in  teen  age  employment  and  a  lessening 
of  the  upward  pressure  caused  by  wages  on  prices. 

2.  Teen-Age  E)nployment-  The  largest  segment  of  unemployed  is  in  '*.he  youth  age 
category.    Why  is  this?    It  is  simply  because  in  general,  the  younger  employee  is 
less  skilled  and  less  disciplined,  and  therefore  less  likely  to  make  a  positive 
contribution  to  the  job.    Why  then,  would  an  employer  hire  such  a  person  when  one 
with  a  higher  skill  level  and  perhaps  a  greater  incentive  to  hold  a  30b  can  be  hired 
at  the  same  wage?    Generally,  he  will  not. 

If  the  teen-age  wage  differential  were  put  into  effect  it  is  certain  that  many 
more  young  people  would  be  given  the  opportunity  to  work.    Putting  more  teen-agers 
to  work  would  create  a  domino-effect  on  other  aspects  of  our  society. 

a.  It  would  occupy  a  part  of  their  time  in  a  positive  fashicm.  Social 
studies  indicate  that  much  of  our  nations 'crime  is  the  direct  result  of  young 
people  having  nothing  to  do  in  their  spare  time. 

b.  It  would  give  them  the  opportunity  to  learn  a  skill,  and  with  that  the 
pride  of  a  good  job-performance.    It  wuld  make  potentially  better  employees  of  these 
young  people  when  they  reach  adulthood  because  of  that  youth  experience.    I  dare 

say  that  most  of  us  that  are  over  40  had  plenty  of  teen-age  work  experience,  and  I  for 
one  feel  it  was  a  valuable  experience  for  me. 

c.  It  would  teach  them  the  work  ethic,  the  very  backbone  of  this  nations' 
foundation.    It  would  teach  them  that  they  are  paid  uhat  they  are  worth  according 
to  their  productivity,  as  opposed  to  being  given  a  wage  because  it  is  the  law  of 
the  land. 

d.  It  would  teach  them  a  sense  of  responsibility,  of  le^srnlng  to  crawl 
before  they  can  walk,  and  having  to  perform  and  produce  in  order  to  earn  a  better 
wage. 

3.  "Service''-  l^ie  degree  of  assistance  offered  shoppers  today  is  far  lesr,  than 
It  was  just  a  few  v ear's  ago     IViis  is  true  m  the  grocery  industry  as  well  as  m 
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most  labor-intensive  businesses.    "Service"  will  continue  to  shrink  as  wages  continue 
to  climb. 

So  many  jobs  can  be  performed  by  teen-agers:    jobs  that  do  not  require  a  high 
skill  level*    But  increasingly,  those  jobs  are  being  phased  out,  and  the  customer 
in  addition  to  paying  higher  prices  is  also  having  to  do  more  of  the  wcrk. 

Just  in  the  grocery  industry  itself,  baggers,  bottle  handlers,  stockers,  clean- 
up crews  and  other  jobs  could  be  done  with  unskilled  teen  labor,  if  the  cost  of  hiring 
them  weren't  prohibitive.    As  it  is,  those  jobs  are  gradually  phased  out,  and  either 
the  adult  work  force  does  it,  raising  the  cost  to  the  cx)nsurer.  automation  handles 
it,  or  customers  do  more  themselves. 

4.    Records/Regulations/Paperwork-    Another  of  President  Reagan's  primary  goals 
IS  to  reduce  the  impact  of  governnent  required  paperwx>rk  and  regalattons  on  busir^as 
and  consumers  alike.    I  assure  you  the  grocery  industry  is  unaniiriously  m  "support 
of  that  position.    Don't  give  the  economy  a  break  with  reduced  wage  requirements 
for  teens,  then  take  it  away  with  paperwork,  and  other  requirejrents  and  regulations 
that  would  make  it  not  worth  the  trouble.    S.348  calls  for  a  -naxi-num  of  six  teen 
agers  to  be  employed  at  a  sub-minimum  wage  by  any  one  erployer. 

CXir  member  companies  range  in  size  from  one  store  having  less  than  six  total 
employees,  to  sixty-five  hundred  stores  enipi:^ying  thousands,  ard  we  are  all  sizes  m 
between.    So  don't  give,  and  then  take  away  by  using  arbitrary  quotas. 

In  closing,  I  feel  that  my  company  is  foirly  representative  of  the  industry. 
At  one  time,  when  we  were  exempt  from  provisions  of  the  Fair  Labor  Standards  Act  we 
employed  many  teen-agers,  16-1?  years  old.    Cn  the  ay^rage,  we  employed  one  in  that 
age  category  per  store.    As  it  is  now,  we  hire  very  few  if  any  thst  ar^  under  eighteen. 
While  current  law  permits  hiring  students  ur.der  certain  conditions  at  85?^  of  the 
minimum  wage,  we  do  not  do  this  at  all.    IVi?  savings  that  is  realized  is  just  not 
worth  the  trouble  of  the  red-tape  that  is  required. 

Ihis  sub-commit  tee  €ind  the  Congress  could  tt^Ue  a  large  step  toward  restoring 
the  Free  enterprise  System  by  psssinq  a  peaningful,  uner.c:nr±ered  youth  wi>ge 
differential  bill. 
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Senator  Nickles.  For  our  next  panel,  we  have  Michael  Tiner,  the 
assistant  director  of  governmental  affairs  for  the  United  Food  and 
Commercial  Workers  International  Union;  Jacob  Sheinkman,  who 
IS  secretary-treasurer  of  the  Amalgamated  Clothing  and  Textile 
Workers  Union;  and  John  Sweeney,  who  is  president  of  the  Service 
Workers  International  Union. 

Who  is  Mr,  Tiner? 

Mr.  Tiner.  Here. 

Senator  Nickles.  Mr.  Sheinkman? 
Mr.  Sheinkman.  I  am  Mr.  Sheinkman. 
Senator  Nickles.  And  Mr.  Sweeney? 
Mr.  Sweeney.  Yes. 

STATEMENT  OF  MICHAEL  TINER,  ASSISTANT  DIRECTOR,  GOV- 
ERNMENT  AFFAIRS,  UNITED  FOOD  AND  CHEMICAL  WORKERS 
INTERNATIONAL  UNION:  JACOB  SHEINKMAN,  SECRETARY- 
TREASURER,  AMALGAMATED  CLOTHING  AND  TEXTILE 
WORKERS  FJNION,  ACCOMPANIED  BY  ELIZABETH  SMITH, 
LEGISLATIVE  REPRESENTATIVE,  AMALGAMATED  CLOTHING 
AND  TEXTILE  WORKERS  UNION;  AND  JOHN  SWEENEY 
PRESIDENT,  SERVICE  EMPLOYEES  INTERNATIONAL  UNION 
ACCOMPANIED  BY  RICHARD  MURPHY.  LEGISLATIVE  REPRE- 
SENTATIVE, SERVICE  EMPLOYEES  INTERNATIONAL  UNION,  A 
PANEL 

Senator  Nickl>  ^.  Mr.  Sweeney,  where  are  you  from? 
Mr.  Sweeney.  Service  Employees  International  Union. 
Senator  Nickles.  Where  is  that  located? 
Mr.  Sweeney.  Here  in  Washington. 
Senator  Nickles.  In  Washington,  D.C. 
And  Mr.  Sheinkman? 

Mr.  Sheinkman.  I  am  with  the  Amalgamated  Clothing  and  Tex- 
tile Workers  Union  located  in  New  York  City. 

Senator  Nickles.  In  New  York  City.  We  appreciate  your  pres- 
ence today. 

And  Mr.  Tiner,  you  are  from  

Mr.  Tiner.  Well,  the  International  is  located  in  Washington  I 
am  originally  from  Oklahoma. 

Senator  Nickles.  Well,  welcome;  great.  You  are  now  located  in 
Washmgton,  D.C? 

Mr.  Tiner.  Yes. 

Senator  Nickles.  Gentlemen,  I  have  read  your  statements  with 
interest.  If  all  of  you  would  make  some  brief  comments,  I  will  ask 
you  questions  individually  or  as  a  group  at  the  conclusion  of  your 
statements.  I  hope  we  can  make  them  very  brief  because  I  hate  to 
have  other  individuals  who  have  traveled  a  long  distance  not  have 
a  chance  to  appear  before  the  committee. 
Mr.  Tiner,  would  you  care  to  go  first?  That  is  the  order  I  have 
Mr.  Tiner.  OK.  The  three  bills  before  us  today  seek  to  lower  the 
wage  established  by  the  Fair  Labor  Standards  Act  over  53  years 
ago.  The  UFCW  is  opposed  to  all  three.  We  share  the  committee's 
concern  about  the  economic  well-being  of  America's  young  workers. 
However,  our  concern  does  not  manifest  itself  in  a  low-wage  solu- 
tion. 


ERIC 


110 


Senator  Nickles.  Could  you  pull  your  microphone  up  just  a  tad, 
please? 

Mr.  TiNER.  Ostensibly,  the  major  reason  for  enacting  a  youth 
subminimum  is  to  relieve  the  problem  of  teenage  unemployment. 
The  UFCW  rejects  the  notion  that  the  way  to  increase  employment 
is  to  decrease  w€iges.  It  is  our  opinion  that  the  answer  to  the 
question  of  increased  employment  can  best  be  found  in  a  strong 
and  healthy  economy,  not  by  discriminating  in  a  wage  structure. 

Our  concern  is  not  specifically  that  there  will  be  a  lot  of  substitu- 
tion of  older  workers  by  teenage  subminimum  workers.  We  have 
concern  that  any  substitution  will  occur.  The  only  real  result, 
besides  forcing  teenage  unemployment  into  a  different  age  bracket, 
will  be  to  create  a  pool  of  highly  exploitable  young  workers. 

Althoi^h  S.  348  seeks  to  allay  our  concern  by  prohibiting  the 
substitution  of  adult  minimum  wage  workers  by  subminimum  teen- 
agers and  restricts  that  ta  the  first  180  days  of  employment,  it  also 
deletes  any  certification  process  for  subminimum  workers.  By 
eliminating  the  certification  process,  it  is  unlikely  that  the  substi- 
tution of  workers  would  be  discovered  at  all  unless  you  had  some 
new  form  of  reporting  by  the  government. 

We  would  point  out  that  there  currently  exists  a  youth  differen- 
tial—the student  certification  program.  It  has  certain  restrictions 
and  these  restrictions  are  designed  specifically  to  insure  that  there 
is  no  substitution  for  older  workers.  In  addition  to  restricting  the 
number  of  hours  that  individuals  are  allowed  to  work,  it  also 
restricts  the  total  number  of  students  that  are  allowed  to  work  in  a 
covered  establishment. 

The  provision  of  S.  348  that  provides  for  the  payment  of  the 
youth  differential  for  180  days  ignores  not  only  the  nature  of 
minimum  wage  jobs,  but  the  nature  of  teenage  employment  as 
well.  According  to  Labor  Department  statistics,  at  any  given 
moment,  less  than  50  percent  of  the  employed  teenagers  are  in 
their  jobs  longer  than  the  180-day  probation  period.  This  virtually 
guarantees  that  half  of  the  current  teenage  jobs  will  never  pay 
more  than  75  percent  of  the  minimum  wage. 

We  urge  this  committee  to  turn  its  attention  to  legislation  in- 
creasing the  minimum  wage.  Approving  the  proposed  cuts  in  the 
very  programs  that  are  designed  to  help  the  working  poor  while 
failing  an  opportunity  to  increase  minimum  wage  earners'  ability 
to  work  for  a  wage  that  insures  the  maintenance  of  a  minimum 
standard  of  living,  we  believe  is  unconscionable.  Senator. 

Senator  Nickles.  Thank  you,  Mr.  Tiner. 

[The  prepared  statement  of  Mr.  Tiner  follows:] 
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STATEMENT  OF  MICHAEL  TINER 
ASSISTANT  DIRECTOR  OF  COVERMffiNT  AFFAIRS 
UNITED  POOD  k  COMMERCIAL  WORKERS  INTERNATIONAL  UNION 
BEFORE  THE 
SUBCOMMITTEE  ON  LABOR 
OF  THE 

SENATE  LABOR  AND  HUMAN  RESOURCES  COMMITTEE 
MARCH  24,  1981 

My  name  is  Michael  Tiner.     I  mm  the  Assistant  Director  of 
Coverimeat  Affairs  for  the  United  Food  U  Commercial  Workers 
International  Union  (AFL-CIO). 

The  UFCW  is  the  result  of  the  recent  merger  of  the  Amalgamated 
Meat  Cutters  and  Butcher  Workmen  (AFL-CIO)  and  the  Retail  Clerks 
International  Union  (AFL-CIO),    The  UFCW  has  some  1.3  million 
members  organized  in  700  local  unions  throughout  the  United  States 
and  Canada. 

The  UFCW  and  its  local  unions  have  contracts  with  tens  of  thou- 
sands of  employers  throughout  the  food  processing,  retail  sales,  leathf 
er,  health,  commercial,  shoe  manufacturing,  fur  and  other  industries.  ' 

In  any  study  of  the  Fair  Labor  Standards  Act,  it  is  helpful 
to  review  the  reasons  for  the  passage  of  the  original  Fair  Labor 
Standards  Act: 

Sec.  2.  (a)    The  Congress  hereby  finds 
that  the  existence,  in  industries  engaged  in 
commerce  or  in  the  production  of  goods  for 
commerce,  of  labor  conditions  detrimental  to 
the  maintenance  of  the  minimum  standard  of 
living  necessary  for  health,  efficiency,  and 
general  well-being  of  workers  (1)  causes 
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commerce  and  the  channels  and  instrumentalities 
of  commerce  to  be  used  to  spread  and  perpetuate 
such  labor  conditions  among  the  workers  of  the 
several  States;  (2)  burdens  commerce  and  the 
free  flow  of  goods  in  commerce;  (3)  constitutes 
an  unfair  method  of  competition  in  commerce; 
(4)   leads  to  labor  disputes  burdening  and  ob- 
structing commerce  and  the  free  flow  of  goods 
in  commerce;  and  (5)  interferes  with  the  orderly 
and  fair  marketing  of  goods  in  commerce* 


The  reasons  for  the  enactment  of  the  original  Fair  Labor 
Standards  Act  remain  as  valid  today  as  they  were  53  years  ago* 
Even  a  cursory  reading  of  the  Fair  Labor  Standards  Act  will  reveal 
that  Congressional  intent  was  to  establish  a  "minimum"  standard  or 
a  wage  floor. 

S.  348,  430  and  658  seek  to  lower  that  wage  floor  for  an 
entire  class  of  workers*  All  three  bills,  in  varying  degrees, 
attempt  to  establish  a  sub-minimum  wage  for  teenagers* 

The  UFCW  is  opposed  to  the  establishment  of  a  sub-minimum  wage* 
It  should  be  noted  that,  though  our  opposition  to  the  youth  differ- 
ential is  longstanding,  it  is  not  motivated  by  any  selfish  Interest* 
The  vast  majority  of  our  members  are  unaffected  by  c!ianges  in  the 
minimum  wage*     While  the  UFCW  is  opposed  to  the  various  proposals 
for  a  youth  sub-minimum  wage,  we  share  the  Commit  tee *s  concern  about 
the  economic  well-being  of  Americans  young  workers*     However,  our 
concern  does  not  manifest  itself  in  a  low-wage  solution* 

Ostensibly,   the  major  reason  for  enacting  a  youth  sub^mlnimum 
is  to  relieve  the  problem  of  high  teenage  unemployment*    The  UFCW 
rejects  the  notion  that  the  way  to  increase  employment  is  to  decrease 
wages*     It  is  our  considered  opinion  that  the  answer  to  the  question  of 
increased  employment  can  best  be  found  in  a  strong  and  healthy 
economy  — not  discrimination  in  the  wage  structure* 
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We  find  it  interesting  to  note  that  those  industries  who 
clamor  loudest  of  a  youth  sub-minimum  as  a  solution  for  high 
unemployment  are  also  those  who  are  most  likely  to  benefit  from 
its  enactment. 

Both  proponents  and  opponents  have  economic  studies  to  bolster 
their  respective  positions.     Virtually  all  studies  agree  that  there 
Will  be  some  replacement  of  adult  workers  by  teenage  sub-minimum 
workers.     The  disagreement  is  over  how  much  substitution  will  occur. 

Our  concern  is  not  how  much  substitution  will  occur  but  that 
any  substitution  occurs.     The  only  real  result  besides  forcing  teen- 
age unemployment  into  a  different  age  bracket  will  be  to  create, 
among  younger  workers,  a  pool  of  highly  exploitable  low  wage  workers. 

Though  our  position  is  not  without  economic  justification,  we 
are  philosophically  opposed  to  wage  discrimination  in  any  form. 
No  worker,  young  or  old,  should  be  required  to  exchange  their  labor 
for  a  wage  less  than  the  minimum  wage. 

Although  s,  348  seeks  to  allay  our  concern  by  prohibiting  the 
substitution  of  adult  minimum  wage  workers  by  sub-minimum  teenagers 
and  restricting  the  differential  wage  to  the  first  180  days  of 
employment,   it  also  deletes  any  certification  process  for  sub- 
minimum  workers.     By  eliminating  the  certification  process,  it  is  un- 
likely that  substitution  of  workers  would  be  discovered,  absent  some 
new  and  fair'y  complicated  form  of  government  reporting. 

We  would  point  out  th^t  there  currently  exists  a  program  for  a 
youth  differential.     The  Student  Certification  Program,  subject  to 
certain  restrictions,  allows  employers  to  hire  students  at  a  re- 
duced wage. 
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These  restrictions  in  the  Student  Certification  Program  were 
si>eclf Ically  designed  to  insure  that  there  would  be  no  substitution 
for  older  workers.     In  addition  to  restricting  the  number  of  hours 
individuals  are  allowed  to  work,    the  program  restricts  the  percentage 
o'  total  hours  that  student  participant's  may  work  in  a  covered 
establishment. 

S.  348  reduces  the  full- time  students'  sub-minimum  wage 
established  by  the  Student  Certification  Program  from  85  percent 
to  75  percent.     A  youth  differential  gives  a  teenage  worker  an 
advantage  over  a  minimum  wage  worker.     Full-time  students  who  are 
participating  in  the  Student  Certification  Program  will  have  what- 
ever advantage  they  previously  enjoyed  removed  by  S.  348. 

The  provision  of  S.  348  that  provides  for  the  payment  of  the  • 
youth  differential  for  180  days  ignores  not  only  the  nature  of 
minimum  wage  jobs  but  the  nature  of  teenage  employment  as  well. 
According  to  Labor  Department  statistics,  at  any  given  moment, 
less  than  50  percent  of  the  employed  teenagers  are  in  their  jobs 
longer  than  the  180  day  probation  period.     This  means  that  more 
than  one-half  (i)  of  current  teenage  jobs  would  virtually  never 
pay  more  than  75  percent  of   the  minimum  wage.     Minimum  wage  jobs 
typically  require  very  little  expertise  or  training  and  frequently 
have  high  rates  of  turnover. 

As  we  stated  earlier,  we  share  the  Committee's  concern  for 
America's  young  workers.     The  UFCW  believes  that  these  workers, 
as  well  as  all  workers,  can  best  be  helped  by  creating  more  jobs 
— not  by  reducing  the  minimum  wage  and  pitting  one  class  of  worker 
against  another. 

In  closing,  we  urge  this  Committee  to  turn  its  attention 
to  legislation  increasing  the  federal  minimum  wage.  Approving 
the  proposed  cuts  in  the  very  programs  designed  to  help  the 
working  poor,  while  failing  an  opportunity  to  increase  minimum 
wage  earners*  ability  to  work  for  a  wage  that  insures  the 
maintenance  of  a  minimum  standard  of  living,   is,  we  believe, 
unconscionable . 
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Senator  Nickles.  Mr.  Sheinkman? 

Mr  Sheinkman.  Senator,  appearing  with  me  today  is  Elizabeth 
hmith,  our  legislative  representative  who  has  an  office  here  in 
Washington  representing  our  union. 

I  am  the  Secretary-Treasurer  of  the  Amalgamated  Clothing  and 
Textile  Workers,  representing  some  450,000  members  in  almost  ail 
of  the  states,  engaged  primarily  in  men's,  boys',  and  children's 
apparel  industries,  as  well  as  textile,  retail,  and  service  industries 
as  well. 

It  is  our  position  that  the  youth  subminimum  wage  will  not  help 
create  any  new  jobs  for  our  Nation's  young  people.  In  the  indus- 
tries I  know  best,  the  only  effect  it  can  have  on  the  labor  market, 
as  tar  as  we  are  concerned,  is  to  transfer  jobs  from  older  workers  to 
younger  members. 

Rather  than  go  into  detail,  there  are  a  couple  of  points  in  my 
testimony  I  would  like  to  stress.  We  consider  the  cut  wage  rate  for 
teenagers  a  cut  wage  for  full-time  students  of  any  age  who  work 
part-time  to  create  jobs  for  youth.  The  question  we  have  is,  how  is 
this  going  to  come  about? 

The  reasoning  was  laid  out  by  the  remarks  of  Senator  Hatch  that 
he  made  in  the  Senate,  which  you  introduced  in  the  record  on  his 
behalf  in  January,  and  I  would  like  to  take  some  of  the  basic  points 
he  raised  and  show  that  the  premises  under  which  he  is  operating 
are  wrong  and  that  the  bills  that  are  now  under  consideration  by 
this  committee,  at  least  as  of  this  time,  do  not  meet  the  problems  of 
youth  who  are  unemployed  today. 

False  premise  No  1  is  that  youth  unemployment  goes  up  when 
the  minimum  wage  goes  up.  The  minimum  wage  went  up  this 
January.  The  teenage  unemployment  rate  was  lower  than  it  was 
last  July.  Other  examples  abound,  I  am  sure. 

As  far  as  we  are  concerned,  while  you  may  have  a  higher  rate  of 
youth  unemployment,  it  reflects  the  economic  conditions  in  which 
this  country  finds  itself  If  there  are  more  people  working,  there 
are  more  youth  working.  If  there  are  less  pedple  working,  there  are 
jess  youth  working  When  the  unemployment  rate  was  somewhere 
in  the  range  of  4.9  percent,  you  had  a  lower  number  of  youth 
unemployed,  and  when  it  is  7.3  percent,  you  have  a  higher  rate  of 
youth  unemoloyed,  b  ui 

a/A  ^^""i??  premise  No.  2  is  concerned— and  there  was  reference  to 
McDonald  s  and  long  lines-it  has  nothing  to  do  with  the  high  cost 
of  employing  teenagers.  We  have  a  McDonald's  near  my  office  and 
the  time  you  have  long  lines  is  when  you  have  people  out  on  a 
unch  hour.  I  do  not  see  how  they  could  pack  any  more  youth  in 
there  to  handle  the  long  lines  during  that  particular  time.  Where 
would  they  put  the  cut-rate  employees,  on  the  roof?  If  they  needed 
more  jpeople,  why  did  they  not  hire  them  in  the  first  place'' 

As  far  as  we  are  concerned,  these  fast  food  chains  are  not  losing 
any  money  now,  and  there  is  no  need  to  make  them  richer  by 
hiring  youth  at  a  subminimum  wage. 

^  premise  number  three:  youth  and  older  workers  compete 

for  different  types  of  jobs.  Not  in  the  industries  I  am  acquainted 
with,  and  I  have  been  working  and  involved  in  these  industries  for 
almost  30  years.  My  union  represents  retail  clerks  in  general  mer- 
chandise and  mens  clothing  stores.  Walk  into  any  department 
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store  and  see  who  is  selling  the  goods.  Side  by  side,  you  have  young 
people  and  older  people  working  in  the  same  kind  of  work,  particu- 
larly when  you  are  aealing  with  small-ticket  items  where  the  em- 
ployees are  not  involved  on  commission. 

Take  a  textile  mill  and  take  the  picture  '*Norma  Rae,"  which 
depicted  the  story  of  the  J.  P.  Stevens  Co.  In  that  picture,  you  saw 
mother  and  daughter  working  side  by  side  in  the  mill.  If  you  go 
into  any  apparel  shop  and  you  watch  the  sewing  machines  or  the 
pressing  machines,  you  will  see  young  and  old  people  doing  the 
same  kind  of  work  and  earning  the  same  amount  of  rates  and  the 
same  amount  of  pay. 

False  premise  number  four:  extending  cut  rates  beyond  the  re- 
tailing and  service  industries  will  create  new  jobs  for  youth.  Retail- 
ing and  service  industries  were  the  largest  employers  of  16  and  19- 
year-olds  in  1970,  and  they  certainly  are  today.  In  1970,  38  percent 
of  teenage  workers  were  employed  in  retail  establishments,  and  25 
percent  were  employed  in  service  establishments,  in  which,  inci- 
dentally, schools  and  colleges  are  classified.  They  were  the  largest 
employers  because  their  work  schedules  accommodate  the  employ- 
ment of  part-time  workers  and  because  the  skills  required  can  be 
picked  up  in  a  matter  of  days.  Cut  rates  will  not  create  part-time 
jobs  in  industries  that  are  not  prepared  to  utilize  part-time  work- 
ers. These  are  seasonal  in  nature,  as  you  know.  In  many  cases,  the 
Christmas  season,  the  Easter  season,  and  Mother's  and  Fathers 
Day  are  the  times  that  part-time  casual  workers  are  hired. 

The  rate  has  nothing  to  do  with  whether  they  are  hired  or  not;  it 
depends  on  the  amount  of  traffic,  based  on  my  experience,  that 
goes  into  the  store.  As  far  as  I  am  concerned,  it  will  not  create  any 
full-time  jobs,  particularly  for  those  youth  that  are  full-time  in  the 
labor  market,  and  I  am  not  talking  about  students  who  need  part- 
time  employment. 

Senator  Nickles.  Thank  you,  Mr.  Sheinkman. 

[The  prepared  statement  of  Mr.  Sheinkman  follows:] 


ERIC 


117 


STATEMENT  OF  Jaoob  Sheiiikiraa  _^getary-^easurer 
OF  THE  AHALGA.HATED  CLOTHING  AND  TEXTILE  WORKERS  UNION 

I  am  appearing  here  today  on  behalf  of  the  455,000  members  of 
the  Amalgamated  Clothing  and  Textile  Workers  Union.    Our  members  work 
primarily  m  the  men's,  boys',  and  children's  apparel  Industries,  In 
the  textile  Industries,  and  the  nonrubber  footwear  industries,  as  well, 
as  In  the  laundry  and  cleaning  industries  and  in  retail  trade.  They 
live  in  almost  every  state  of  the  nation  and  in  Puerto  Rico,  as  well  as 
in  Canada. 

The  Amalgamated  Clothing  and  Textile  Workers  Union  has  had  a  deep 
and  long-standing  interest  in  federal  minimum  wage  legislation.    A  pre- 
decessor union  of  ours,  the  Amalgamated  Clothing  Workers  of  America, 
first  advocated  a  federal  wage  floor  as  a  major  instrument  of  economic 
recovery  and  slability  in  the  depths  of  the  great  depression  of  the  I930's, 
and  played  a  leading  role  in  the  enactment  of  the  Fair  Labor  Standards  Act 
of  1938.    We  have  been  equally  active  in  the  periodic  efforts  to  improve 
the  Act  t.  meet  current  needs,  as  a  matter  of  positive  economic  and  social 
po'ilcy. 

A  youth  submlnimum  wage,  such  as  that  proposed  in  S.  3ii8,  will  not 
help  to  r.reate  any  new  jobs  for  our  nation*s  young  people.  In  the  indus- 
tries 1  know  the  best,  the  only  effect  it  can  have  on  the  labor  market  is 
to  transfer  jobs  from  older  workers  to  younger  workers. 
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This  bill  does  not  address  Uself  to  the  problem  of  providing  jobs 
for  teenagers  seeking  work.     Instead,  its  only  promise  Is  to  aggravate 
th«  difficulties  of  adult  low-wage  earners  in  securing  and  retaining  Jobs. 
Th«  federal  minitmjfn  wage  is  the  "safety  net"  that  sustains  the  living 
standards  of  low^wage  earners.    A  youth  subminimufn  could  rend  it,  perhaps 
beyond  repair. 

Senate  bill  does  not  really  target  in  on  the  problems  of  teen* 
age  unemployment,  let  me  review  for  you  some  of  the  facts  on  the  teenage 
labor  force. 

Teenage  Americans,  aged  I6-I9,  are  nearly  10  percent  of  our  civil- 
ian labor  force  and  have  been  for  some  years.    Thus,  In  1970,  they  accounted 
for  8.9  percent  of  the  labor  force;  in  January  of  this  year,  they  represented 
8.0  percent  of  the  total.    Historically,  their  unemployment  rate  has  been 
nearly  three  times  the  rate  for  all  workers.     In  1970,  when  the  overall  un- 
employment rate  was  ^1.9  percent,  the  teenage  rate  was  15.3  percent.  This 
February,  the  seasonally  adjusted  rate  for  all  workers  was  7.3  percent; 
that  for  teenagers  was  19*3  percent. 

The  business  cycle  has  been  as  Important  a  determinant  of  the  unem- 
ployment rate  for  teenagers  as  If  has  been  for  workers  of  all  ages.  During 
periods  of  economic  expansion,  the  rate  of  teenage  unemployment  has  con- 
tracted; in  periods  of  economic  decline,  it  has  risen. 

The  size  of  the  teenage  labor  force  expands  abruptly  in  the  summer 
and  declines  just  as  abruptly  when  school  reopens.    Last  July,  for  example, 
the  teenage  labor  force  numbered  11.6  million  —  against  8.^1  million  this 
last  January.    Yet  the  unemployment  rate  for  teenagers  was  lower  last  July 
than  it  was  this  January. 
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Teenage  job  needs  change  with  the  season.    |n  the  Sunmer,  most 
want  full -time  work  and  fit  into  the  standard  work  sched -les  of  American 
Industry.    When  schools  are  In  session,  most  want  part-time  work,  and 
they  flock  to  jobs  In  retailing  and  finance  and  service  industries  whose 
work  schedules  not  only  accommodate,  but  welcome  pari-t»me  employee*. 

Within  this  group,  is  a  hard  core  of  nonwhi te' youth  that  cannot  find 
jobs.    The  unemployment  rate  for  black  ycuth  has  been  above  35  percent 
In  every  year  of  the  last  six.    Today,  in  the  ur^an  ghettos,  black  unemployed 
youth  outnumber  those  at  work.    The  unemployment  rates  for  youth  of  Hispanic 
origin  and  other  minority  groups  are  also  Substantially  higher  than  for 
teenage  whites. 

Those  are  some  of  the  facts  on  teenage  employment.    Now  how  would 
this  "Youth  Opportunity  Wage  Act  of  1981"  address  those  facts? 

Basically,  S.  3W  Is  cut-rate  wage  bill  for  cut-rate  employers. 
It  would  permit  employers  to  pay  young  people,  under  the  age  of  20,  at  75 
percent  of  the  statutory  minimum  (currently  $3.35)  for  180  workdays.  That 
would  mean  an  hourly  rate  as  low  as  $2. 52, or  83<  lower  than  the  statutory 
rate. 

In  addition,  the  provisions  of  the  Act  that  now  apply  to  full-time  stu- 
dents, regardless  of  age,  who  are  employed  In  retail  and  service  establish- 
ments are  amended.    First,  the  student  rate  is  cut  from  85  percent  to  75 
percent  of  the  statutory  minimum  -  chopping  it  33*.    Secondly,  the 
section  no  longer  applies  just  to  retailing  and  services  —  but  is  extended 
to  any  employer,  specifically  Including  Institutions  of  higher  education. 
The  limitation  on  the  number  of  students  any  employer  may  employ  (namely 
,  and  the  number  of  hours  they  luy  work  In  a  week  (namely  20},  are 
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retained.     In  place  of  having  to  provide  the  specifics  on  :he  student/ 
nonstudent  structure  of  the  employer's  workforce,  however,  the  employer 
ts  asked  only  to  assure  that  part-time  student  workers  will  not  be  used 
to  displace  full-time  workers. 

How  is  a  cut-rate  wage  for  teenagers  and  a  cufrate  wage  for  ful  1" 
tlme  students  of  any  age  who  work  part-time  going  to  create  jobs  for 
youth?    The  reasoning  is  laid  out  in  the  remarks  of  Senator  Hatch  that 
accompanied  the  introduction  of  the  bill.     I  was  surprised  by  the  number 
of  false  premises  that  pervade  those  remarks. 

False  premise  number  1:    That  youth  unemployment  goes  up  when  the 
minimum  wage  goes  up.    The  minimum  wage  went  up  this  January  —  but  the 
teenage  unemployment  Tate  was  lower  than  it  was  last  July.    Other  examples 
abound  I  am  sure.    Youth  unemployment  goes  up  when  the  economy  goes  down  — 
and  goes  down  when  the  economy  is  robust  and  expanding.    That's  the  correct 
correlation. 

False  premise  number  2:    The  long  lines         McDonald's  are  due  to 
the  high  cost  of  employing  teenagers.    Well,  in  the    McDonald's  near  my 
office,  the  lines  get  a  little  long  at  the  peak  of  the  lunch  hour  but 
every  station  that  the  service  counter  accomrrodates ,  every  one  of  those 
fancy  terminals  they  have,  is  manned.    Where  woutd  they  put  new  cut* rate 
employees?    And,  why  would  they  hire  them  In  the  firs:  place?    These  fast 
food  chains  aren't  losing  any  money  now  —  there's  no  need  to  make  them 
richer. 

False  premise  number  3:    Youth  and  older  workers  compete  for  dif- 
ferent types  of  jobs.    Not  in  the  industries  I  know  best.  My 
union  represents  retail  clerks  >n  general  merchandise  and  men*s  clothing 
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f tores.    Walk  Into  any  department  store  --  into  any  departn«nt  selling 
"modest-tlclcet"  itens  that's  not  on  commission  --  and  that's  most  of  theni; 
you'll  find  grandmothers  worlcing  cheeic  by  jowl  with  teenagers.    Take  a 
textile  mill.    Did  you  see  the  novie  Norna  Rae?  -  she  worked  alongside  her 
Bother  --  and  that  was  typical,  not  fictional.    Look  at  any  bank  of  sewing 
machine  operator,  in  a  garment  plant  --  youth  and  aje  sit  there  together 
like  Shuffle-Shoon  and  Amber-Locks, 

Vou  pass  this  bill  and  you'll  see  less  of  that  in  the  Industries 
I  know.    These  are  businesses  in  which  nickels  and  dimes  are  fought  over  -- 
and  this  bill  proposes  an  83c  differential. 

Falsr  nrmiilf  Hmhrr  'l-    That  extending  cut-rates  beyond  the 
retailing  and  service  industries  will  create  new  jobs  for  youth.  Retailing 
and  service  industries  were  the  largest  employers  of  16-19  year-old,  in 
1970.  and  probably  still  are.     In  197oI  38  percent  of  teenage  >vorkers 
-ere  employed  in  retail  establishments,  and  25  percent  were  employed  in 
service  establishments  -  In  which,  incidentally,  schools  and  colleges  are 
classified.    They  were  the  largest  employers  because  their  work  schedules 
accomodate  the  employment  of  part-time  workers,  and  because  the  skills 
required  can  be  picked  up  in  a  matter  of  days.    Cut-rates  w,n't  create 
part-time  jobs  In  industries  that  are  not  prepared  to  uti I ize' part-time 
workers. 

Nor  will  it  create  new  full-time  jobs.    Certainly  It  won't  in  the 
-anufacturing  Industries  .  know  best.     1  am  talking  about  the  industries 
that  have  been  -  and  still  are  -  an  important  source  of  .-nskilled,  entry 
level  full-time  jobs.    Without  exception  they  are  low  wage  Industries  - 
male  appare',  textiles,  shoes.    Many  of  the  firms  are  in  industry  branches 

'sureau  of  the  Census,  U.S.  Department  of  Commerce,  Census  of  Population, 
1970. 
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for  which  learner  rates  have  been  established.    At  one  time,  many  firms 
sough    and  obtained  learner  certificates.    That  Is  no  longer  the  case. 
Hind  you,  the  employers  In  these  industries  are  still  Interested  In 
cutting  their  labor  costs <      But  a  learner  certif* cate  can  be  issued  Only 
Mh«n  "an  adequate  supply  of  experienced  workers  is  not  available." 
Layoffs  and  plant  closings  have  decimated  the  labor  force  In  these  indus* 
tries.    Unemployed  experienced  workers  are  available  for  work  In  all  too 
Mny  localities.    There  is  no  way  that  a  subminlmum  can  create  jobs  in 
Industries  that  are  laying  off  workers,  where  the  work  force  Is  shrinking. 
In  other  labor  markets,  jobs  go  unfilled  even  when  the  employer  pays  above 
the  statutory  minimum. 

False  premise  Number  g:    That  the  paperwork  involved  in  obtaining 
Student  permits  and  learner  certificates  Is  a  bar  to  youth  employment, 
particularly  for  ^mall  firms.    The  average  size  of  a  garment  shop  Is  about 
50  workers.    Size  of  plant  was  no  bar  to  the  applications  for  learner 
certificates  when  the  apparel  business  was  good.    Nor  was  It  a  bar  to  the 
certification  of  $00,000  students  'for  employment  in  retail  and  service 
establishments  under  the  present  law. 

Without  that  ''paperwork,"  important  safeguards  addressed  to  main- 
taining the  ratio  of  students  to  nonstudents  In  an  establishment  are  wiped 
out.    Displacement  of  experienced  workers,  full  or  part-time,  won't  occur 
overnight,  but  It  will  occur. 

Paperwork  Is  at  least  one  aide  to  catching  the  cheaters.  Investi- 
gation is  another.     In  the  apparel  industries  and  others,  there  are  mai- 
ginal,  fly-by-night,  nonunion  firms  that  hire  off-the-books ,  that  seek  out 
Illegal  immigrants  to  exploit,  that  violate  the  minimum  wage  and  overtime 
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provisions  of  the  Act.    Rooting  out.  exposing,  and  prosecuting  these  employers 
requires  «  far  larger  budget  than  Is  usually  allocated  to  the  Wage  and  Hour 
Division.    And,  even  with  an  enforcement  mechanism,  how  sad  the  results 
ara.    In  I98O,  sofne  ZBMS  firms  were  cited  for  violation  of  the  Act  — 
that  total  included  a  number  of  apparel  firms  although  I  do  not  have  an 
exact  count.    Of  the  total  cited,  87  percent  ar -eed  to  pay  up.     But  only 
72  percent  of  the  workers  were  actually  compensated  and  only  57  percent 
got  the  full  amount  owed. 

The  premises  that  are  the  supporting  rationale  for  S.^kB  are  largely 
false.     It  is  economic  decline,  not  an  incease  in  the  minimum  wage,  that 
sends  thr  youth  unemployment  rate  soaring.     It  won't  create  new  jobs.  It 
won't  create  full-time  jobs  in  manufacturing  industries  that  are  laying  off 
viorkers.     It  won't  create  part-time  jobs  in  industries  that  are  not  prepared 
to  utilize  part-time  workers.    It  will  set  In  motion  an  elaborate  game  of 
musical  chairs  in  which  teenagers  get  the  seats  while  young  adults  with 
families,  and  older  adults  with  mortgages  as  well  as  families,  are  edged 
out. 

It  won't  work.     It  hasn't  worked  in  Canada  where  a  system  of  statutory 
youth  differential  rates  Is  In  effect  nationwide  and,  in  some  provinces, 
dates  back  to  I9I9.    In  1970,  the  U.S.  Sureau  of  Labor  Statistics  prepared 
a  report  on  the  Canadian  experience.    Their  conclusion  is  especially  rele- 
vant because  of  the  many  similarities  between  the  culture  and  economy  of 
Canada  and  the  United  States.    BLS  talked  to  a  lot  of  people  in  Canada,  but 
"Mo  one  in  Canada  from  whom  information  was  obtained  in  this  study  thought 
that  the  youth  rate  system  was  vital  in  counteracting  youth  unemployment..."' 


^Bureau  of  Labor  Statistics,  U.S.  Department  of  Labor,  Youth  Employment  and 
Minimum  Wages,  Bulletin  1657,  1970. 
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it  won't  help  the  segments  of  the  teenage  labor  force  that  need 
htlp  the  most.    It  won't  break  down  the  racial  and  ethnic  barriers  that 
now  Impede  the  hiring  of  minority  youth.    It  won't  move  ghetto  youth  one 
whit  closer  to  job  openings  posted  in  the  suburbs. 

This  Is  not  a  "Youth  Opportunity  Wage  Act."  This  is  an  "Employer 
Opportunity  Wage  Act,"  a  thinly  veiled  attempt  to  drive  down  the  wages  of 
unskilled  workers  and  undo  the  work  of  more  than  kO  years. 

Youth  unemployment  is  certainly  one  of  our  nation's  most  devastating 
economic  ills.    They  need  jobs  and  opportunities  to  develop  good  working 
habits  and  skills.    A  cut-rate  youth  wage    is  no  sjlution  to  putting  our 
youth  to  work.     It  can  not  propel  us  into  the  ecoiomic  expansion  that  would 
put  Americans  of  all  ages  back  to  work.    Our  nation's  young  people  deserve 
better  of  us. 
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Senator  Nickles.  Mr.  Sweeney,  do  you  have  a  brief  comment? 

Mr.  Sweeney.  Yes,  Senator.  I  will  try  to  be  brief.  I  am  happy  to 
have  the  opportunity  to  appear  before  the  Senate  committee  today. 
With  me  is  our  legislative  representative,  Dick  Murphy. 

On  behalf  of  the  more  than  650,000  members  of  the  Service 
Employees  International  Union,  I  thank  you  for  the  opportUiUty  to 
talk  a  little  bit  about  the  subminimum  wage  SEIU  is  perhaps 
uniquely  qualified  to  speak  on  the  subject  of  the  minimum  wage. 
We  represent  workers  in  the  service  industries— health,  buiMings, 
offices,  and  public  employees.  Workers  in  these  occupations  com- 
prise nearly  60  percent  of  all  workers  working  at  or  below  the 
minimum  wage  below.  For  years,  we  have  fought  to  bring  service 
workers'  wages  above  the  minimum  to  give  our  members  and  their 
families  a  decent  standard  of  living. 

For  SEIU,  the  minimum  wage  is  not  some  abstract  number,  but 
a  vital  floor  for  economic  survival.  The  proposals  you  are  consider- 
ing today— the  so-called  youth  opportunity  minimum  wage— distort 
the  fundamental  purpose  and  rationale  of  the  minimum  wage.  The 
minimum  wage  has  never  been  judged,  and  never  should  be  judged, 
in  terms  of  prevailing  levels  of  unemployment,  whether  for  youth, 
the  elderly,  minorities,  or  any  other  group  suffering  from  high 
rates  of  unemployment. 

If  all  our  members  could  testify  today,  a  chorus  of  voices,  includ- 
ing teenagers,  would  plainly  and  clearly  tell  you  that  the  submini- 
mum proposals  are  for  the  benefit  of  the  minimum  wage  employers 
who  will  reap  windfall  profits.  For  workers,  the  subminimum  will 
pit  sons  and  daughters  against  fathers  and  mothers,  with  no  win- 
ners. 

From  long  experience  of  negotiating  with  minimum  wage  em- 
ployers, I  can  assure  you  that  the  proposed  differential  will  result 
in  rapid  replacement  and  displacement  of  adult  workers  by  teen- 
age, 6-month,  subminimum  workers.  In  labor-intensive  industries 
like  the  service  industry  where  the  profit  per  sales  dollar  is  gener- 
ally low,  employers  fight  for  every  penny  they  can  squeeze  out  of 
wages  and  turn  into  profits.  No  regulatory  apparatus  would  stem 
this  tide. 

The  proposed  erosion  of  the  minimum  wage  will  also  push  mil- 
lions of  families  into  poverty  and  add  to  the  despair  of  the  working 
poor,  who  may  well  be  so  discouraged  that  they  turn  to  welfare, 
finally  admitting  that  working  does  not  pay. 

A  few  statistics  will  help  illustrate  how  vulnerable  the  current 
minimum  wage  work  force  is  to  threats  of  subminimum  wages. 
Attached  to  my  statement,  I  have  submitted  some  tables  to  you 
which  cover  some  of  the  questions  that  we  heard  earlier  from  some 
of  the  other  Senators  on  the  committee. 

Of  the  nearly  11  million  workers  at  or  below  the  minimum  wage, 
almost  50  percent  had  total  family  incomes  of  less  than  $12,0U0  per 
year.  More  than  one-third  were  the  sole  supporters  of  their  families 
or  living  alone.  We  are  not  talking  about  workers  picking  up  some 
spare  change  at  a  second  job,  or  with  a  second  family  wage  earners. 
Minimum  wage  earners  depend  on  their  wages  for  survival. 

Congress  has  already  eroded  the  ability  of  low-income  families  to 
survive  by  failure  to  increase  the  minimum  wage  along  with  the 
cost  of  living.  Today's  minimum  wage,  in  real  dollars,  is  almost  9 
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percent  below  the  1967  minimum  wage.  Worse  still,  full-time  mini- 
mum wage  earners  today  earn  $1,400  below  the  official  Federal 
poverty  income  for  a  family  of  four. 

Clearly,  any  teenager  willing  to  work  for  the  proposed  submini- 
mum  would  have  to  have  outside  support  systems  to  survive. 

Senator  Nickles.  Mr.  Sweeney,  I  have  some  questions  I  want  to 
ask  you  and  the  other  gentlemen. 

Mr.  Sweeney.  Sure. 

Senator  Nickles.  Your  remarks  will  be  in  the  record  totally  and 
completely. 

Mr.  Sweeney,  I  will  start  with  you.  I  was  reading  one  of  your 
statements  last  night  and  it  hit  me  on  the  nose  because  it  affected 
me.  It  says,  'The  other  major  justification  for  a  subminimum  is 
that  it  would  start  teenagers  on  the  road  to  stable  career  employ- 
ment. That  is  equally  absurd.  Minimum  wage  jobs  in  industries  are 
also  low-skill,  dead-end  jobs  in  industries/' 

I  would  only  comment  that  I  had  worked  for  the  minimum  wage 
probably  10  or  U  years  ago,  and  maybe  my  career  has  gone  to  a 
low-skill,  dead-end  job  in  industry  that  I  am  employed  in  today. 

Mr.  Sweeney.  No,  Senator;  you  are  the  exception. 

Senator  Nickles.  Thank  you. 

I  will  ask  this  question  to  Mr.  Sheinkman.  You  mentioned  in 
your  statement  that  you  felt  there  was  no  correlation  between 
increases  in  the  minimum  wage  and  increases  in  unemployment. 

Mr.  Sheinkman.  That  is  correct.  Not  necessarily;  that  is  correct. 

Senator  Nickles.  I  think  all  of  you  at  various  times  had  indicat- 
ed that  we  should  increase  the  minimum  wage.  Do  you  think  we 
would  have  higher  employment  or  lower  employment  if  we  had  a 
$10  minimum  wage? 

Mr.  Sheinkman.  It  depends  on  how  the  wage  is  set.  You  are 
talking  about  a  minimum.  In  light  of  a  $10  average  wage,  you  are 
talking  about  a  wage  that  is  higher  than  the  average  in  most 
American  manufacturing  industries.  That  would  not  be  realistic  in 
terms  of  a  minimum  wage. 

A  minimum  is  considered  as  a  minimum  floor,  as  far  as  we  are 
concerned,  to  provide  people  with  at  least  some  minimum  standard 
on  which  they  can  live.  As  Senator  Riegle  pointed  out,  if  you  take  a 
look  at  what  it  brings,  particularly  to  a  person  supporting  a  family, 
that  person  has  a  very  hard  time,  particularly  when  you  consider 
some  of  the  proposals  to  cut  back  on  food  stamps  and  to  cut  back 
on  other  welfare  programs.  I  do  not  see  how  a  person  can  survive. 

Senator  Nickles.  The  reason  I  asked  that  question  is  that  if  we 
are  using  the  philosophy  that  the  minimum  wage  is  supposed  to 
accommodate  all  of  society's  needs— housing,  utilities,  health,  and 
so  on— I  think  we  would  have  to  come  up  with  a  minimum  wage  of 
much,  much  higher  proportions  than  we  are  talking  about. 

Mr.  Sheinkman.  We  are  not  talking  about  an  adequate  wage, 
Senator.  We  are  talking  about  a  minimum  wage.  If  you  are  talking 
about  an  adequate  wage,  obviously  $3.35  or  $3.75,  which  is  what  it 
should  be  indexed  to,  is  not  sufficient.  We  are  not  advocating  an 
adequate  wage;  we  are  advocating  a  minimum  wage. 

Senator  Nickles.  Mr.  Tiner,  your  statement  basically  said  that  if 
we  had  this  differential  or  if  we  exempted  16-  and  17-year-olds  from 
the  minimum  wage»  there  would  be  no  
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Mr.  TiNER.  Those  jobs  for  16-  and  17-year-old  kids  would  be 
gained  at  the  expense  of  older  workers.  Senator. 

Senator  Nickles.  You  see  no  increase  in  jolw? 

Mr.  TiNER.  The  number  of  jobs  is  finite,  Senator. 

Senator  Nickles.  If  we  exempted  16-  and  17-year-olds  from  the 
minimum  wage,  you  do  not  believe  that  there  would  be  

Mr.  TiNER.  We  believe  that  there  would  be  a  lot  of  16-  and  17- 
year-olds  employed,  Senator,  but  they  are  going  to  be  employed  at 
the  expense  of  older  workers.  You  are  not  going  to  get  new  jobs; 
you  are  going  to  get  old  jobs. 

Senator  Nickles.  Do  you  think  there  would  be  no  increase  in  jobs 
whatsoever?  You  do  not  think  there  are  some  jobs  that  economical- 
ly are  not  quite  worth  $3.35  that  would  be  worth  $2.50? 

Mr.  TiNER.  Senator,  you  are  saying  they  are  not  quite  worth 
$3.35.  Yet,  one  of  the  bills  says  that  after  180  days,  they  are  worth 
$3.35.  Is  it  a  job  that  does  not  require  any  training  that  makes  it 
worth  the  minimum  wage?  It  is  a  minimum  wage  job.  Senator.  You 
are  not  creating  a  job;  you  are  creating  a  wage. 

Senator  Nickles.  You  think  there  would  be  no  increase  in  the 
wage. 

Senator  Kennedy,  welcome  back  to  the  hearings;  we  are  glad  to 
have  you  back  with  us.  Do  you  have  any  questions? 
Senator  Kennedy.  Thank  you. 

Senator  Nickles.  We  are  trying  to  go  on  about  a  5-  or  10-minute 
rule  to  move  along. 
Senator  Kennedy.  Five  or  ten? 
Senator  Nickles.  Yes. 

Senator  Kennedy.  Well,  I  want  to  welcome  our  distinguished 
representatives  here,  and  I  will  certainly  look  forward  to  reading 
through  their  testimony.  As  I  understand  it,  they  have  made  the 
case  that  there  has  been  no  demonstrable  evidence  to  show  that 
there  would  be  an  expansion  of  employment  for  the  teenagers  by 
establishing  a  subminimum. 

I  do  not  think  we  have  had  any  hard  evidence;  we  have  had  some 
theories,  but  we  certainly  have  not  had  any  strong  indications  or 
any  solid  evidence  that  that  would  be  the  case.  I  understand  that 
the  panel  has  made  the  case  that  the  pieces  of  legislation  that  we 
are  considering  today  have  virtually  no  enforcement  mechanism. 
When  we  do  not  find  even  at  the  present  time  an  adequate  enforce- 
ment by  the  Department  of  Labor  on  some  of  the  existing  pieces  of 
legislation,  and  we  find  that  there  are  going  to  be  even  additional 
cut-backs  on  those  personnel,  I  think  we  can  wonder  what  kind  of 
assuredness  we  could  give  to  the  older  worker  that  is  providing  for 
his  or  her  family.  I  think  that  these  are  certainly  questions  that 
remain  in  my  mind. 

The  subject  of  this  hearing  is  youth  employment,  and  I  think  it  is 
important  that  we  not  forget  the  rather  constructive  and,  I  think, 
important  and  useful  and,  in  many  instances,  successful  programs 
that  are  in  effect  today  that  are  working  in  trying  to  deal  with 
youth  unemployment. 

Although  I  certainly  respect  those  that  fet.  wiat  this  certainly  is 
a  constructive  approach,  the  fact  remains,  even  as  the  Secretary  of 
Labor  pointed  out,  that  we  do  not  want  to  raise  false  hopes.  If  we 
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pass  a  subminimum  wage,  we  expect  the  problem  of  youth  unem- 
ployment to  be  responded  to. 

Now,  at  an  earlier  time,  I  had  a  chart  here  which  showed  that 
over  the  period  from— it  goes  back  from  the  mid4950*s  up  until 
1979,  actually,  and  it  shows  the  gradual  increase  in  employment 
among  the  white  16-  to  24-year-olds;  there  has  been  a  gradual 
climb. 

During  that  period  of  time,  how  many  increases  in  the  minimum 
wage  did  we  have?  I  think  we  had  four. 

Mr.  Sheinkman.  Since  when?  We  have  the  figures  here. 

Senator  Kennedy.  Well,  I  suppose  1960  to  1980. 

Mr.  Sheinkman.  Well,  if  you  go  from  1961,  you  had  an  increase 
to  $1.15  in  1961;  $1.25  in  1963;  $1.40  in  1967;  $1.60  in  1968;  $2  in 
1974;  $2.10  in  1975;  $2.30  in  1976;  and  then  the  recent  legislation 
beginning  in  1978. 

Senator  Kennedy.  Well,  I  would  ask,  Mr.  Chairman,  that  this 
chart  be  made  a  part  of  the  record.  I  will  just  put  on  the  chart  the 
times  when  the  minimum  wage  has  been  increased.  At  least  for 
some  of  the  individuals,  it  had  no  effect. 

I  would  just  be  interested  in  hearing  from  the  panel  how  you 
believe,  if  you  reduce  the  subminimal,  it  is  going  to  benefit  the 
other  groups  in  our  society,  and  whether  there  is  any  indication 
that  it  would  benefit  the  blacks,  Hispanics,  and  others. 

Mr.  Sheinkman.  Let  me  [jive  you  one  example,  if  I  can,  Senator. 
In  the  city  of  New  York,  we  have  lost  in  the  last  20  years  200,000 
apparel  manufacturing  jobs.  Last  year,  we  lost  40,000  manufactur- 
ing jobs  in  the  city  of  New  York.  So,  you  have  unemployed  experi- 
enced older  workers  and  younger  workers. 

If  you  put  in  a  youth  subminimum,  I  do  not  see  how  you  are 
going  to  end  up  providing  employment  for  those  people  who  are  on 
the  rolls.  I  had  a  person  with  me  who  testified  before  the  Interna- 
tional Trade  Commission.  He  lost  his  job;  he  was  a  leather  cutter. 
He  worked  in  the  trade  30  years  and  he  is  50  years  of  age.  He 
asked  the  ITC,  "What  am  I  supposed  to  do,  become  a  doctor  at  this 
stage  of  my  life?  I  cannot  get  another  job.  I  have  one  kind  of  skill." 
At  50,  that  worker  is  washed  up  on  the  heap,  and  that  is  the  basic 
issue. 

Sure,  you  may  end  up  providing  more  jobs  for  young  people,  but 
what  are  you  trading  off  in  the  process?  Right  now,  in  our  indus- 
tries we  have  a  lot  of  unemployment  beyond  7.3  percent  in  apparel 
manufacturing  alone;  plants  are  closing.  We  have  communities 
with  skilled  workers,  able  and  willing  to  work. 

In  the  city  of  Buffalo  just  a  couple  of  months  ago,  you  had  1,000 
people  line  up  for  200  jobs  at  a  motel  Those  were  older  people, 
people  with  families.  So,  if  you  put  the  youth  in  there,  what  hap- 
pens to  those  other  people? 

The  basic  issue  is  to  get  more  jobs  into  the  economy,  not  to  trade 
off  one  group  for  another.  We  think  it  is  deplorable  if  older  people 
do  not  have  jobs  or  younger  people  do  not  have  jobs,  whether  they 
are  white,  black,  or  whatever  is  their  ethnic  background.  That,  to 
us,  is  the  simple  issue. 

Senator  Kennedy.  Well,  I  think  that  answers  my  question. 

[Laughter  and  applause.] 

Senator  Nickles.  Gentlemen,  thank  you. 

(The  prepared  statement  of  Mr.  Sweeney  follows:] 
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St«t«Mnts  by  the  Service  Bnployeee  International  Union 
Youth  Opportunity  Minintum  Wage 
Senate  Cooalttee  on  Labor  and  Human  Resources 

March  24,  1981 

Subnitted  by  John  Sweeney,  International  President 

On  behalf  of  the  more  than  650,000  members  of 
the  Service  Bnployees  International  Union  (SEIU) ,  I  thank 
you  for  the  opportunity  to  testify  here  today  on  proposals 
for  a  youth  subninimum  wage. 

SEIU  is  perhaps  uniquely  qualified  to  speak 
on  the  subject  of  the  minimum  wage.    He  represent  workers 
in  the  services  industries  —  health,  buildings,  offices, 
and  government  employees.      Workers  in  these  occupations 
comprise  nearly  60  percent  of  all  workers  working  at  or 
below  the  minimum  wage  today.    For  years  we  have  fought 
to  bring  service  workers  wages  etbove  the  minimum  to  give 
our  members  and  their  fajp^Uies  a  decent  standard  of 
living. 

For  SEIU  the  minimum  wage  is  not  some  abstract 
number  but  a  vital  floor  for  economic  survival.  Our 
members  also  point  to  the  minimum  wage  as  evidence  of  the 
nation's  commitment  that  any  one  willing  to  work  long 
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*nd  hard  hours  should  be  able  to  take  care  ot  thei*  famii  - 
without  turning  to  %rel£are  or  ch  rity  to  supplement  theit 
income. 

The  proposals  you  are  considering  today  —  the 
so-ciilled  "Youth  Opportunity  Minimum  Wage"  —  distort 
the  fundamental  purpose  and  rationale  of  the  minimum  wage. 
The  minimum  wage  has  never  been  juuged  and  never  should  be 
judged  in  terms  of  prevailing  levels  of  unemployment  — 
whether  for  youth,  the  elderly,  minoritici,  or  any  otf.er 
group  suffering  from  high  rates  of  unen^loymei.t  The 
minimum  is  a  floor  under  all  wages.    The  minimum  wage  is 
the  major  support  of  the  work  ethic  and  welfare  of  American 
workers.    We  know  frcni  painful  experience  that  starvation 
wages  undermi^ie    work  values  and  cause  people  to  lose 
faith  in  a  country  as  productive  and  rich  in  resources  aj 
the  United  States.    The  Depression  of  the  1930 *s  should 
have  at  least  taught  us  the  lesson  that  falling  wages  are 
as  bad  for  the  entire  economy  and  fabric  of  society  as 
they  are  for  wage  workers. 

If  all  our  members  could  testify  today,  a  chorus 
of  voices  —  including  teenagers  —  would  plainly  and 
clearly  tell  you  that  the  subrainimum  proposals  are  for 
the  benefit  of  the  minimum  wage  employers  who  will  reap 
wind*-fall  profits.    For  workers,  the  subminimum  will  pit 
sons  and  daughters  against  fathers  and  mothers,  with  no 
winners . 
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From  long  experience  of  negotiating  with  miniaiam 
wege  enployere,  I  can  assure  you  that  the  proposed  differential 
will  result  in  rapid  replacement  and  displacement  of 
adult  workers  by  teenage  "six  month"  suhminimum  workers. 
In  labor  ii.censive  industries  like  the  service  industry, 
where  the  profit  per  sales  dollar  is  generally  low,  employers 
fight  for  every  penny  tr«ey  can  squeeze  out  of  wages  and 
turn  into  profits.    No  regulatory  apparatus  would  stem 
this  tide. 

The  proposed  erosion  of  ti.j  minimum  wage  will  also 
push  millions  of  families  into  poverty,  and  add  to  the  despair 
of  the  working  poor  who  may  well  be  so  discouraged  that 
they  turn  to  welfare,  finally  admitting  that  working 
doesn't  pay. 

A  few  statistics  help  illustrate  how  vulnerable 
the  current  minimum  wage  workforce  is  to  threats  of 
subninimum  wages.     My  comments  are  summarized  in  the  tables 
attached  to  our  written  statement  submitted  ::or  the  record. 
Of  the  nearly  11  million  workers  at  or  below  the  minimum 
wage,  almost  50  percent  had  total  family  incomes  (counting 
all  family  earners)  of  less  than  $12,000  per  year.  More 
than  one  third  were  the  sole  supporters  of  their  families 
or  living  alone.    We  are  not  talking  about  workers  picking 
up  some  spare  change  at  a  second  job,  or  with  a  second 
family  wage  «arner.    Minimum  wage  earners  depend  on  th<»ir 
wages  for  survival. 
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Congress  has  already  eroded  the  ability  of  low 
income  faailies  to  survive  by  failure  to  increase  the 
miniaua  wage  along  with  the  cost  of  living.  Today's 
minimum  wage  in  real  dollars  is  almost  9  percent  below 
the  1967  minimum  wage.    Worse  still «  full-time  minimum 
wage  earners  today  earn  $1*400  dollars  below  the  official 
federal  poverty  incone  for  a  family  of  four. 

Clearly*  any  teenager  willing  to  work  for  the 
proposed  submlnimum  would  have  to  have  o  utside  support 
systems  to  survive.    That  means  the  proposals  will  tend 
to  give  jobs  to  those  teenagers  whose  families  can  support 
them.    Teenagers  from  low  income  families  will  simply  be 
unable  to  afford  to  work  for  suboinimum  wages. 

In  short.  Congress  has  not  been  generous  with 
its  minimum  wage.    By  any  steuidard  the  current  wage  is 
too  low. 

I  realize  that  the  proponents  of  a  submlnimum 
teenage  wpge  carefully  avoid  any  reference  to  the  plight 
of  current  minimum  wage  %rarkers  or  vital  role  the  minimum 
wage  plays  in  shoring  up  the  work  ethic  and  protecting  the 
welfare  of  working  families.    Advocates  also  avoid  mentioning 
the  huge  surge  in  profits  expected  by  teenager  employers 
such  as  fast-food  chains.    Incidentally,  as  the  table 
I  have  submitted  for  the  record  shows  these  employers  have 
had  big  profit  increases  in  the  pest  five  years. 
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Instead,  proponents  argue  that  teenagers  are  less 
productive  workers  and  aust  have  a  period  of  training  before 
they  "deserve*  the  mininun  wage.    Any  janitor  or  fast-food 
worker  will  tell  you  this  is  absurd  —  and  an  insult  to 
Anerican  youth.      For  the  most  part  skills  for  mininum 
wage  jobs  are  learned  quickly  and  age  is  irrelevant,  a 
sixteen  year  old  can  just  as  easily  push  a  b^'oon  or  flip 
a  hamburger  as  a  fifty  year  old  with  30  years  of  experience. 

The  justification  for  the  180-day  limit  on  sub- 
minimum  wages  apparently  derives  from  this  mythic.il  "training* 
period  concept.    Feur  from  encouraging  omployers  to  train 
teenagers,  the  180-day  provision  will  er-'^-rage  constant 
and  rapid  turnover,    in  fact,  the  most  im.  ^xate  impact 
will  be  to  replace  the  44  percent  of  all  teenagers  currently 
working  for  the  minimum  wage  (or  below)  with  sufaninimum 
teenagers. 

The  other  major  justification  for  a  subninimum  — 
that  it  will  start  teenagers  on  the  road  to  stable  career 
employment  —  is  equally  absurd.    Minimum  wage  jobs  and 
industries  are  also  low  skill,  dead-end  jobs  and  industries. 

For  years  we  have  worked,  xmfortunately  with 
little  success,  to  create  job  ladders  and  apprenticeship 
programs  for  our  low  wage  workers  —  young  and  adult  alike. 
The  mobility  simply  isn*t  there.    In  iome  industries,  like 
fast-food  and  building  services,  there  is  nowhere  to  move 
to  —  few  job  slots  exist  above  the  entry  level.    In  other 
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industries,  such  as  health  care,  all  mobility  comes  from 
returning  to  school  and  years  of  formal  education  and 
licensure.    SufaBinimum  wages  iion't  change  this  —  teenagers 
will  merely  take  the  jobs  of  their  parents  and  stay  there. 

Zn  closing,  I  want  to  emphasize  that  SEIU  is 
opposed  to  a  youth  subnininum  wage  because  it  is  bad  for 
teenagers  and  adult  workers  alike.    We  agree  that  the 
current  levels  of  youth  unemployment  are  deplorable.  The 
source  of  the  problem,  however,  is  not  the  minimum  wage. 
And  the  solution  is  clearly  not  to  replace  adult  workers 
with  teeragers. 

Instead,  we  urge  you  to  work  for  job  creation 
programs,  including  on-the-job  training  and  skills- 
upgrading  programs  and  vocational  and  college  education 
assistance  for  all  workers.    The  teenage  unemployment  rate 
reflects  a  general  slowdown  in  the  economy  and  shift  to 
more  capital  intensive  production.    The  solution  lies  with 
a  national  policy  and  conitment  to  full-employment.  Sub- 
minimum  wage  proposals  go  in  the  opposite  direction  they 
erode  workers'  standard  of  living  and  legally  justify  ex- 
ploitation of  our  most  vulnerable  workers. 

We  urge  you  to  reject  the  youth  aubminlmum  and 
turn  your  attention  to  genuine  strategies  to  promote  jobs 
and  decent  wages  for  teenagers  emd  all  workers  alike. 
Subminimum  wages  are  nothing  more  than  thinly  disguised 
atteopts  to  raise  profits,  not  to  help  teenagers. 

Thank  you  for  your  attention. 
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TABLE  Is 


MINIMUM  NAGE  WORKERS 
CHARACTERISTICS 


1980 

(Numbers  in  Thousands) 


Minimum  Wage 

Workers 
 Total 


%  Of 
All  Workers 


%  of  Minixitum 
Wage  Workers 


TOTAL 


'6-19  Years 
20-64  Years 
65-^  Years 


Mu«ber  of  Earners 
only  Wage  Earner 
in  Family 

2  or  More  Wage 
Earners 

Industry 
Agricultre 
Manufacturing 
Trade 
Services 
Other 

Occupation 
services 
Sales 
Laborers 
Other 


10,615 


3,267 
6,672 
677 


3,747 
6,860 


528 
963 
4,033 
4,597 
495 


6,115 
964 
798 

2,738 


12.4% 

44.2 
38.0 

10.5 
13.8 


38.2 
4.6 
24.2 
13.1 
4.3 


20. 0 
19.8 
18.6 
5.9 


100.0% 


30.8 
62.8 
6.4 


35.0 


65.0 


5.0 
9.0 
38.0 
43.3 
4.7 


57.6 
9.1 
7.5 

25.8 


roURCE: 


Current  Population  Survey  as  Reported  by  the  Minimum  Wage 
Study  Cowaission 


erJc 


1 1  '> 


136 


TABLE  2:  MINIMDM  mSE  WORKERS 

LIVE  IN  LOIf  INCOME  PAK*-^IES 


1978 

(Numb«ri  in  Thouiandi) 


Family  Income 

Minimum 

Wage 
Total 

1  of 

All 
Wbrkers 

%  of  Minimum 
Wage 
Workers 

TOTAL 

9,568 

14.3 

100.0 

Und«r  $6,000 

2,270 

38.3 

23.7 

6,000-11,999 

2,370 

17.1 

24.8 

12,000-19,999 

2,376 

11.1 

24.8 

20,000  and  Over 

2,212 

9.1 

23.1 

SOURCE:    Current  Population  Survey  as  Reported  by  the 
Minimum  Wage  Study  Commission 
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TABLE  3s 


LABOR  IMTENSIVE  FAST  POOD  CHAINS  MAKE  HIGH  PROFITS 
*  mLL  GET  WINDFALL  GAINS  WITH  YOUTH  SUBMINIHUN 


N«t  IncocM  (Profits)  -  In  Thousands  of  Dollars 


Year 

Ending: 

McDonald's 

Corporation 
12/31 

dandy's 

Interna- 
tional, Inc. 
12/31 

K-Mart 

Corporation 

1/  JU 

Pillsbury 
Company* 

V 

Hardee '  s 

Food 
Systems,  Inc. 

1980 

$220,893 

$30,096 

$357,999 

$104p700 

$15,181 

1979 

188,608 

23,096 

343,706 

83,471 

11,030 

1978 

162,669 

24,487 

297,818 

72,513 

7,915 

1977 

136,696 

14,062 

266,574 

NA 

6,053 

1976 

109,180 

6,610 

200,832 

NA 

3,788 

Percent 
Increase 

1976-1980 

102.3% 

355.3% 

78.3% 

(79-80) 
25.4% 

300.8% 

*0%m8  Burgsr  King 


SOURCE;    Moody's  OTC  and  Industrial  Manuals 
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Senator  Nickles.  For  our  next  panel,  we  have  Mr.  C.  H.  Fields, 
who  is  fissistant  director  of  the  national  affairs  division  of  the 
American  Farm  Bureau,  and  Robert  Bradford,  who  is  executive 
vice  president  of  the  National  Restaurant  Association. 

Mr.  Fields? 

Mr.  Fields.  Yes. 

Senator  Nickles.  And  Mr.  Bradfoitl? 
Mr.  Bradford.  Yes. 

Senator  Nickles.  And  who  is  accompanying  whom? 

Mr.  Bradford.  We  have  with  us  Mr.  and  Mrs.  Lynn  Hunter  from 
the  Clam  Hut  in  Highlands,  N.J.,  and  Arthur  Castraberti  of  Prince 
Italian  Foods  in  Sa/^s,  Mass.;  they  are  both  restaurant  operators. 

Senator  Nickles.  The  Hunters  from  New  Jersey? 

Mr.  Hunter.  Yes,  sir. 

Senator  Nickles.  And  your  name  again? 

Mr.  Castraberti.  Castraberti. 

Senator  Nickles.  And  where  are  you  from? 

Mr.  Castraberti.  Massachusetts. 

Senator  Nickles.  Well,  welcome.  Mr.  Fields,  if  you  would  start 
out,  I  have  read  your  statement  and  I  appreciate  many  of  the 
comments  that  you  have  made.  If  you  would  give  us  just  a  couple 
of  comments,  I  woulc!  like  to  get  into  some  questions. 

STATEMENT  OF  C.  H.  FIELDS,  ASSISTANT  DIRECTOR,  NATION- 
AL  AFFAIRS  DIVISION,  AMERICAN  FARM  BUREAU  FEDER- 
ATION;  AND  ROBERT  E.  BRADFORD,  EXECUTIVE  VICE  PRESI- 
DENT,  NATIONAL  RESTAURANT  ASSOCIATION,  ACCOMPANIED 
BY  MR.  AND  MRS.  LYNN  HUNTER,  HIGHLANDS,  NJ.,  AND 
ARTHUR  CASTRABERTI,  SAUGUS,  MASS.,  A  PANEL 

Mr.  Fields.  I  will  make  this  very  short.  Senator. 
Senator  Nickles.  Thank  you. 

Mr.  Fields.  I  am  about  as  hungry  as  you  are  and  we  are  in  favor 
of  consumption  of  agricultural  products,  so  I  wiF  take  this  up  real 
quickly. 

We  support  the  enactment  of  legislation  to  exempt  teenagers 
from  the  Federal  

Senator  Nickles.  Could  you  move  the  microphone?  Swing  over 
and  use  the  other  microphone;  it  would  be  helpful.  Thank  you. 

Mr.  Fields.  Senator,  cn  behalf  of  the  3  million  members  of  the 
Farm  Bureau  across  the  country,  we  support  the  enactment  of 
legislation  to  exempt  teenagers  from  the  Federal  minimum  wage 
requirement,  as  provided  in  the  bill  you  introduced,  S.  658. 

We  believe,  as  Senator  Percy  said  when  he  introduced  his  bill, 
that  we  have  tried  all  other  approaches— make-work  jobs  and  all 
kinds  of  training  programs.  We  think  the  time  now  has  come  to  try 
this  approach  to  see  if  it,  in  fact,  will  produce  the  results  that  we 
all  are  looking  for. 

Since  the  Congress  is  in  session  almost  continuously,  if  it  does 
not  work,  you  certainly  can  change  it  in  the  future.  So,  while  the 
debate  goes  on,  we  would  like  to  see  you  go  ahead  and  move 
forward  and  try  this  and  see  what  happens.  I  do  not  think  we  will 
ever  really  know  from  the  studies  of  the  economists.  I  think  what 
we  ought  to  do  is  try  it  and  see  the  actual  results. 
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By  the  way,  there  has  been  a  lot  said  here  today  about  the 
seriousness  of  the  problem  in  the  central  cities  and,  of  course,  that 
is  true.  However,  a  recent  report  published  by  the  Economics  and 
Statistics  Service  of  the  Department  of  Agriculture  points  out  that 
youth  employment  problems,  often  portrayed,  as  I  saia,  a-;  being 
city  related,  are  just  as  pronounced  in  the  nonmetropolitan  or 
rural  areas.  In  fact,  the  percentage  of  unemployment  among  teen- 
agers is  almost  exactly  the  same  in  the  rural  areas  or  the  nonmet- 
ropolitan areas  as  it  is  in  the  cities.  So,  it  is  not  just  an  inner  city 
problem.  The  USDA  report  shows  that  there  is  a  total  of  880,000 
unemployed  teenagers  in  the  nonmetropolitan  areas  of  the  country. 
I  think  that  is  one  point  I  want  to  make. 

Senator  Nickles.  Was  that  880,000? 

Mr.  Fields.  Right. 

Senator  Nickles.  And  our  statistics,  I  think,  showed  1.6  million 
unemployed  teenagers  altogether.  So,  about  half  are  in  the  rural 
areas? 

Mr.  Fields.  Yes.  I  think  that  has  been  overlooked.  We  have 
assumed  that  this  is  a  central  city  problem.  Of  course,  it  is  very 
serious  there,  but  it  also  is  a  problem  in  the  nonmetropolitan,  rural 
areas  of  the  country. 

Now,  we  believe  that  farmers  and  ranchers  would  respond  to  a 
change  in  the  Federal  minimum  wage  and  would  employ  more 
local  young  people,  particularly  in  the  fruit  and  vegetable  business 
where  a  significant  percentage  of  the  agricultural  employers  must 
comply  with  the  Federal  minimum  wage. 

As  you  probably  know,  about  half  of  the  agricultural  employers 
in  the  country  now  are  exempt  due  to  the  small  farm  exemption  in 
the  act.  But  about  half  of  them  now  are  under  the  minimum  wage, 
and  this  is  concentrated  particularly  in  the  fruit  and  vegetable  end 
of  agriculture. 

It  also  should  be  pointed  out  that  a  large  percentage  of  the 
workers  seasonally  employed  in  agriculture  are  paid  on  a  piece 
rate  incentive  basis  and  earn  more  than  the  minimum  wage. 
Young  workers  are  paid  the  same  piece  rates,  but  if  they  are 
inexperienced,  they  often  do  not  earn  the  required  minimum  and 
the  employer  must  make  up  the  difference.  As  soon  as  these  young 
workers  get  some  experience,  most  of  them  have  no  problem  earn- 
ing the  minimum  wage  and  much  more  than  the  minimum  wage. 

Now,  I  think  you  know,  coming  from  the  State  you  come  from. 
Senator,  that  those  of  us  fortunate  enough  to  grow  up  on  farms  or 
ranches  do  not  have  to  be  sold  on  the  merits  of  learning  the  work 
ethic.  We  believe  that  young  people  should  have  an  opportunity  to 
learn  from  gainful  employment  and  that  the  artificial  barriers 
placed  in  the  way  of  those  who  want  and  need  to  work,  earn,  and 
develop  skills  should  be  removed. 

I  will  make  one  other  point.  I  have  attached  to  this  statement 
some  language,  if  you  are  looking  at  the  overall  youth  unemploy- 
ment problem.  We  have  been  trying  to  solve  this  problem,  particu- 
larly in  Oregon,  Washington,  and  Maine,  of  having  some  short- 
term  employment  for  these  kids  that  are  11  and  12  years  old  to 
pick  berries.  Congress  tried  to  solve  that  problem  a  few  years  ago, 
but  it  has  gotten  bogged  down  in  the  courts  and  in  interpretations. 
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I  have  attached  some  language  here  to  try  to  solve  that  problem 
while  we  are  looking  at  this  overall  subminimum  youth  problem. 

Senator  Nickles.  TTiank  you  very  much. 

frhe  prepared  statement  of  Mr.  Fields  follows:] 
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STATEMENT  OF  THE  AMERICAN  FARM  BUREEAU  FEDERATION 
TO  THE  LABOR  SUBCOllMITTEE  OF  THE  SENATE  COMMITTEE 
ON  LABOR  AND  HUMAN  RESOURCES  ON  YOUTH  UNEMPLOYMENT 
AND  THE  FEDERAL  MINIMUM  WAGE 

Presented  by  C.  H.  Fields,  Assistant  Director 
National  Affairs  Division 


Farm  Bureau  is  the  nation's  largest  general  farm  organization, 
representing  more  than  three  million  member  families  in  48  states  and 
Puerto  Rico.    More  than  500,000  of  those  members  are  farm  employers  of 
non family  workers. 

Last  January  the  voting  delegates  of  the  member  State  Farm 
Bureaus  adopted  the  following  policy  statement  on  the  federal  minimum 
wage : 

'*The  federal  minimum  wage,  as  presently  constituted, 
has    become  counterproductive  and  is  not  in  the  best 
interest  of  most  workers,  employers  or  the  public  in 
general.     It  acts  to  discriminate  against  young  people,  the 
disadvantaged  and  handicapped,  and  minority  workers.  We 
oppose  further  extension  of  the  minimum  wage  law  for  agri-> 
culture.    We  call  for  the  further  recognition  of  piece-rate 
incentives  as  a  factor  in  farm  wage  payments.    We  call  upon 
the  Congress  to  amend  the  present  Fair  Labor  Standards  Act 
(FLSA)   to  exempt  minors  from  the  minimum  wage  law  or  provide 
for  a  youth  differential." 

We  support  the  enactment  of  legislation  to  exempt  teenagers  from 
the  federal  minimum  wage  requirement  as  provided  in  S.  658.    Such  an 
exemption  for  young  people  is  already  provided  in  a  number  of  state 
minimum  wage  laws,     ^f  total  exemption  cannot  be  achieved,  then  we 
favor  amendment  to  the  Fair  Labor  Standards  Act  to  provide  for  the 
employment  of  persons  under  18  years  of  age  at  75  percent  of  the 
required  minimum  wage,  as  provided  in  S.  348.    We  believe  tne  differen- 
tial needs  to  be  at  least  25  percent  to  induce  employers  to  put  more 
teenagers  to  work. 

As  Senator  Percy  said  on  February  5  in  introducing  s.  430,  we 
have  tried  all  sorts  of  training  programs,  make-work  programs,  special 
summer  jobs  for  young  people;  and  we  still  have  youth  unemployment  of 
15  to  18  percent,  and  double  that  for  minorities. 

We  believe  that  it  is  time  to  let  the  market  system  work  in  the 
labor  market  and  for  the  government  to  get  out  of  setting  market  prices 
for  labor.    This  is  surely  consistent  with  the  President's  program  of 
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regulatory  reform.    The  fact  of  the  matter  is  that  present  minimum  wage 
rates  are  only  about  half  the  hourly  rates  which  must  be  paid  by  em- 
ployers.   When  other  benefits  and  training  costs  are  included,  the  mi- 
nimum wage  is  closer  to  $5.00  or  more  per  hour  and  very  few  teenagers 
are  productive  at  such  a  rate. 

While  the  debate  goes  on  among  some  economists,  political 
scientists,  social  workers  and  labor  unions  as  to  whether  the  sub- 
minimum  wage  or  youth  exemption  would  reduce  unemployment  among  young 
people  or  reduce  job  opportunities  for  adults,  the  time  has  corse  to 
give  this  proposal  a  tryout,  and  to  see  how  the  private  employers  in 
this  country  will  respond. 

In  our  view,  the  best  way  to  give  the  concept  a  tryout  is  to 
totally  exempt  those  under  18  years  of  age.    While  we  do  not  object  to 
the  three-year  sunset  provision  in  S.  430,  we  do  not  think  such  a  pro- 
vision IS  required.     The  Congress  is  in  session  almost  continuously 
and  can  act  at  any  time  to  restore  a  partial  or  full  minimum  wage  for 
young  people  if  it  finds  that  the  exemption  or  subminimum  wage  is 
producing  negative  results. 

The  protective  provisions  of  S.  348  would  appear  to  be  sufficient 
to  guard  against  abuse  by  some  employers.     We  bel-ieve  that  the  disci- 
pline of  the  market,  the  press  and  the  numerous  laws  and  regulations 
already  in  place  are  more  tha*".  enough  to  assure  fair  treatment  to  em- 
ployees.   We  would  emphasize  that  young  people  should  be  eligible  to 
take  jobs  at  the  subminimum  rate  or  a  free-market  rate  without  prior 
certification  by  the  Secretary  of  Agriculture,  and  that  the  employment 
of  full-time  students  should  proceed  with  a  minimum  of  red  tape,  par- 
ticularly at  a  time  when  fiscal  reform  requires  a  reduction  in  student 
loan  and  scholarship  programs. 

A  report  published  last  month  by  the  Economics  and  Statistics 
Service  of  the  Department  of  Agriculture  points  out  that  youth 
employment  problems,  often  portrayed  as  purely  big  city-related,  are 
just  as  pronounced  in  nonmetropolitan  or  rural  areas,  with  some 
880,000  unemployed  young  people  currently  residing  in  nonmetropolitan 
areas . 

Most  of  the  young  people  of  this  country  are  willing  and  eager  to 
gain  work  experience  in  the  private  sector.     For  too  long  it  has  been 
the  policy  of  government  to  discourage  young  people  from  experiencing 
gainful  employment.     It  is  time  to  change  that  policy  to  one  of 
encouraging  employers  to  employ  young  people  and  encouraging  young 
people  to  seek  and  obtain  valuable  work  experience. 

America's  farmers  and  ranchers,  and  some  segments  of  the  marketing 
and  distribution  system  in  agriculture,  have  long  been  major  employers 
of  young  people.    A  significant  portion  of  the  nonmigrant  seasonal 


11  :i 

ERIC 


143 


-3- 


hired  farm  workforce  in  agriculture  already  consists  of  .^fnHpntc: 
ranches  with  no  experience  and  little  knowledge  of  the  work  and  skills 

mtnl'mu™"'  f""'"  '"''^'^  "  the red  fede  al 

minimum  wage,     m  many  instances,  they  calculate  that  the  cost  of 
employment  is  too  high  con,pared  to  the  income  to  be  earned  ?rL  a  iT- 

:^h,'Lp'^''\°P''"^'°  P"'=^"«  additional  mechanized  equipment?  ^ 
to  change  to  types  of  production  requiring  less  hand  labor,  or  to  seek 
the  services  of  crew  leaders  in  recruiting  „,igrant  crews. 

the  f^H^r!}""*  farmers  and  ranchers  would  respond  to  a  change  in 

Dartirur,f,„'"tn'rK'"  and  would  employ  more  local  young  people? 

percentage  Of  aarJcu  t^r'a,'"'  r'^''"'"  business,  where  a'sfgnif leant 
percentage  of  agricultural  employers  must  comply  with  the  federal 
minimum  because  they  do  not  qualify  for  the  500  man-day  exemot  on 

IS  possible  for  anyone  to  offer  such  proof;  but  it  is  certainlv  worth 
Ll'^^  aT'^I;.    The  bulK  of  seasonal  Sorke^s  in  agr  cu"ure  ? 
employed  by  the  producers  of  fruits  and  vegetables  and  nurLr^  crops. 

It  should  be  pointed  out  that  a  large  percentage  of  cne  workers 
seasonally  employed  in  agricultu'-e  sre  n!,H\,„  ,  ^  workers 
L^,„,„        J  v-jcu  ill  dyt  icui.cu_  e  are  paid  on  a  piece-rate  incentiup 

basis,  and  earn  more  than  the  minimum  wane.     Vouno  worker-  ,r2o2rH 

^ojrbi::  e-:n!ng™e-hL^\rL--m"--:^ 

not  hLTio°L":oir^r?s:  -^ifs 

want  and  need  to  work,  earn,  and  develop  skills  shSuldL  removed. 

it  Dn'^=iM^°,"''  Standards  Act  be  amended  to  make 

It  possible  for  some  short-season  employers  in  agriculture  such 
berry  producers  in  Oregon  and  Washingto?,  and  potato  producers  !n  Maine 
to  employ  young  people  10  and  11  years  old  fo^limited  periods  Sf  t  me' 

h' jo=  irpeop^?r-=^i^-?  srL;:id"^y'?hr^:ro"?  ?h^---.5i -ar- 

groups'  u^deThv^th^'^'H  "^"^  cases-financel  most'  y"J 

?Se  fecreSstv  tLt  90ver nment-and  have  so  tied  the  hands  of 

M»  ,rf         ^h,r  !  ^""^  people  cannot  now  be  legally  employed 

We  appreciate  the  opportunity  to  present  our  views. 
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Arnend  Section  13(c)(4)(A)  as  follows: 

••(4)  (A)  An  employers  or  group  oC  employers  may  apply  to  the  Secretary 
ioc   a    Ml  '°r  jf  f^'i  application  ol  section  12  to  the  or^ployn^nt  for 
not  more  than  eight  weeks  in  any  calendar  year  o£  individuals  who  are 
less  than  twelve  years  of  age,  but  not  less  thatn  ten  years  of  age,  as 
hand  harvest  laborers  in  an  agricultural  operation  which  has  been,  and 
is  customarily  and  generally  recognized  as  being,  paid  a  piece  rate 
basis  in  the  region  in  which  such  individuals  would  be  employed.  THE 
SECRETARY  SHALL  GRANT  SUCH  A  WAIVER  UNLESS  HE  FINDS,   BASED  ON 
PUBLISHED  SCIENTIFIC  L\TA,   CLEAR  EVIDENCE  THAT  THE  RESIDUES  RESULTING 
FROM  THE  LEVEL  AND  TYPE  OF  PESTICIDES  AND  OTHER  CHEMICALS  USED  IN 
ACCORDANCE  WITH  LABEL  DIRECTIONS,    INCLUDING  REENTRY  STANDARDS, 
ESTABLISHED  BY  IHE  ENVIRONMENTAL  PROTECTION  AGENCY  WOULD  HAVE  AN 
ADVERSE  EFFECT  ON  THE  HEAL"      '^R  l^ELL -BEING  OF  THE  INDIVIDUALS  TO  WHOM 
THE  WAIVER  WCoi^D  APPLY;  ar  ss  he  finds,  based  on  information  sub 

mitted  by  the  applicant  that — 

"(I)   the  crop  to  be  harvested  is  NOT  one  with  a  particularly 

short  harvesting  season  and  the  application  of  section  12  would  NOT 

caiie  severe  economic  disruption  in  the  industry  of  the  employer  or 

group  of  employers  applying  for  the  waiver; 

"(ii)  the  employment  of  the  individuals  to  whom  the  waiver  would 

apply  would  be  deleterious  to  their  health  or  well-being; 

"(lii)   individuals  age  twelve  and  above  are  available  for  such 

employment;  and 

"(IV)  tae  industry  of  such  employer  or  group  of  employers  has  NOT 
traditionally  and  substantially  employed  individuals  under  twelve 
years  of  age  without  displacing  substantial  "job  opnor tun i ties  for 
individuals  over  sixteen  years  of  age. 
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Senator  Nickles.  Mr.  Bradford. 

Mr.  Bradford.  Thank  you  very  much,  Senator. 

I  represent  the  National  Restaurant  Association,  with  some 
10,000  member  firms  with  100,000  individual  eating  places.  The 
NRA  supports  all  efforts  to  expand  youth  employment  in  the  pri- 
vate sector,  and  we  believe  that  the  youth  opportunity  bills  offered 
by  you.  Chairman  Nickles,  and  by  Chairman  Hatch  and  by  Senator 
Percy  do  offer  some  hope  in  this  area. 

The  food  service  industry  is  the  Nation^s  largest  employer  of 
teenagers.  There  are  1.5  million  teens  who  work  in  the  food  service 
industry;  that  is  16  percent  of  all  the  teenagers  who  are  employed 
in  this  country.  But  minimum  wage  inc"  ases,  and  particularly  the 
46-percent  increase  over  the  last  4  years>  ave  reduced  job  opportu- 
nities for  teenagers. 

A  recent  study  done  by  Chase  Econometrics  shows  that  for  every 
10-percent  inciease  in  the  Federal  minimum  wage,  112,000  40-hour- 
equivalent  jobs  are  lost  in  the  food-service  industry.  So,  the  46- 
percent  increase  over  the  last  4  years,  using  the  Chase  figures, 
means  the  loss  of  about  half  a  million  jobs.  When  you  take  into 
account  that  the  average  job  in  the  food-service  industry  is  part 
time — that  is,  about  26  hours  a  week  as  opposed  to  a  40-hour 
week— you  may  be  able  to  extrapolate  that  and  say  there  is  a  loss 
somewhere  of  three-quarters  of  a  million  jobs. 

Young  workers  who  have  little  or  no  job  experience  and  are, 
therefore,  less  productive,  suffer  most  heavily  when  employers  are 
forced  to  curb  their  labor  costs. 

Mr.  Chairman,  we  do  not  think  that  the  youth  differential  would 
eliminate  all  of  the  negative  employment  effects  of  the  recent 
minimum  wage  increases.  Yet,  we  believe  it  has  the  potential  to 
expand  youth  employment  and  to  allow  more  youth  to  obtain  a 
necessary  first-work  experience.  This  is  because  the  service  indus- 
tries have  plenty  of  entry-level  jobs,  many  of  which  have  been 
eliminated  or  greatly  reduced  because  of  minimum  wage  increases. 
Those  jobs,  performed  perhaps  by  the  business  owners  themselves, 
some  of  whom  are  here  at  the  table  with  me,  or  by  the  customers 
in  the  form  of  self-service,  could  be  revived  under  a  youth  differen- 
tial. ^ 

Now,  critics  claim  that  employers  would  be  substituting  youth; 
we  have  heard  that  argument  made  quite  a  few  tiiies  this  morn- 
ing, substituting  youth  for  older  workers,  and  that  they  would  fire 
more  experi-.  iced  teenaged  workers  merely  to  replace  them  with 
other  youth  eligible  for  the  minimum.  People  who  say  that  have 
never  owned  a  restaurant;  that  is  just  not  the  way  you  do  business. 
Few  operators  couid  run  their  businesses  if  they  took  capable, 
trained  people  and  let  them  go  to  have  a  temporary,  6-month 
benefit  of  a  youth  differential. 

On  the  subject  of  substitution,  when  you  walk  into  a  restaurant 
instead  of  getting  curb  service,  when  you  make  your  salad,  when 
you  carry  your  own  tray  to  the  table,  and  when  you  clean  off  your 
own  table,  you  are,  in  fact,  substituting  for  an  employee.  That  is 
because  sometimes  it  does  not  make  good  business  sense  to  hire 
that  person. 

Another  form  of  substitution  is  capital  One  of  our  food  compa- 
nies that  is  spending  $18,000  per  establishment  to  put  in  a  bever- 
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age-dispensing  machine  in  order  to  reduce  by  one  the  number  of 
employees  on  each  shift.  Now,  if  you  multiply  that  by  thousands  of 
establishments,  you  can  see  what  happens. 

But  what  happens  to  the  small  business  person  who  cannot 
afford  this  type  of  expenditure?  The  polls  we  have  taken  show  that 
the  last  time  the  minimum  wage  went  up,  71  percent  of  our  mem- 
bers reduced  the  hours  worked;  48  percent  reduced  the  number  of 
employees,  and  ^^O  percent  reduced  teenagers. 

Finally,  I  would  say  that  no  one  knows  exactly  how  many  jobs 
would  be  created  by  the  youth  opportunity  wage  because  business 
ability  to  create  jobs  is  affected  by  a  lot  of  things — inflation,  inter- 
est rates,  and  so  on.  But  10  States  do  use  some  form  of  youth 
differential  now,  and  studies  are  showing— and  we  have  submitted 
some  for  the  record — that  teenagers  are  willing  to  accept  jobs 
paying  less  than  the  minimum  wage  in  order  to  have  that  first 
opportunity  to  work. 

Earlier  this  morning,  they  were  talking  about  a  subclass.  We 
think  the  real  subclass  are  those  who  have  no  Jobs,  no  opportunity 
and  no  hope.  We  would  hope  that  this  committee  and  this  Congress 
would  give  these  people  an  opportunity  and  give  them  hope.  Let  us 
try  it. 

Senator  Nicki.es.  I  appreciate  your  comments. 

Are  all  restaurants  covered  by  the  minimum  wage?  When  we 
think  of  restaurants,  the  dollar  figure  is  

Mr  Castraberti.  State  laws  govern  the  minimum  wage  in  each 
State. 

Senator  Nickles  Does  that  cover  most  restaurants? 
Mr.  Castraberti.  It  does,  yes. 

Mr.  Bradford.  Sometimes,  they  are  covered  by  both.  The  Federal 
minimum  covers  all  retail  and  service  establishments  which  have 
annual  gross  sales  exceeding  $325,000,  But  the  Federal  Fair  Labor 
Standards  Act  does  not  preempt  provisions  of  State  law  which  are 
more  stringent  than  Federal  law.  And  establishments  with  sales 
under  the  $)^2r),()00  threshold  are  covered  by  State  minimum-wage 
laws,  so  virtually  all  foodservice  establishments  are  covered  by 
some  form  of  minimum  wage  statute. 

Senator  Nickles.  Mr.  Hunter,  if  we  were  able  to  exempt  the  16- 
and  17-year-olds  from  the  minimum  wage,  would  you  be  bringing 
those  people  in  and  displacing  people  that  have  worked  for  you  for 
some  period  of  time? 

Mr  Hunter.  Right  now,  I  have  19  people  working  for  me  out  of 
a  work  force  of  90  that  are  under  18.  They  are  part-time  workers; 
they  are  going  to  high  school.  They  are  in  a  training  program. 
They  are  quite  limited  in  what  they  can  do  because  of  labor  laws 
and  Alcoholic  Beverage  Commission  laws.  They  cannot  work  on  the 
floor  as  a  busboy  because  they  cannot  pick  up  an  empty  liquor 
glass.  But  they  are  working  in  the  kitchen  and  they  are  working  at 
the  hostess  desk 

Our  restaurant  was  founded  on  youth  employment;  my  wife 
started  it  at  IS  and  she  had  all  her  friends  work  with  her.  We  are 
very  big  on  youth  employment;  it  is  necessary.  Our  chief  cook 
started  at  18.  We  need  it.  I  am  very  afraid  that  it  is  being  phased 
out.  We  are  putting  in  labor-saving  devices  and  we  are  using  more 
experienced  people,  working  two  people  instead  of  three.  I  could 
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use  three  high  school  kids  or  college  boys  or  college  girls  before, 
and  now  I  am  going  and  taking  two  people  and  working  them 
harder  and  I  am  doing  away  with  actual  jobs 

Senator  Nickles.  If  we  mf.de  the  change,  would  you  find  a  way  of 
replacing  some  of  your  oldtr  employees  with  younger  employees? 

Mrs.  Hunter,  Somebody  asked  me  that  and  I  said  that  was 
dumb;  that  is  just  stupid.  As  far  as  business  practices  are  con- 
cerned, how  can  we  do  that?  We  are  in  business  to  stay  in  business. 
Granted  we  want  to  make  a  profit.  We  are  not  making  that  great 
a  profit;  I  think  we  are  down  to  around  3  percent  profit. 

But  would  we  eliminate  somebody  we  have  trained?  It  is  stupid.  I 
mean,  we  want  to  be  good  at  what  we  do;  we  want  to  serve  people. 
We  are  not  going  to  fire  somebody  just  because  a  teenager  is 
coming  in  and  working  cheaper.  We  are  going  to  start  training  that 
person. 

Of  our  teenagers  that  we  employ  right  now~I  think  it  is  about 
percent  of  our  work  force— at  least.  I  would  say.  40  percent  of 
them  are  above  the  minimu.n  wage,  and  they  reached  it  after  2 
months.  So.  it  is  a  non-business  concept  to  say  we  are  going  to 
eliminate  a  more  experienced  worker  just  because  we  can  brinR  in 
cheaper  labor. 

Senator  Nickles.  Suppose  we  did  exempt  16-  and  17-year-olds.  If 
you  hired  one  of  those  persons  and  they  acquired  some  skills— I  am 
going  to  say  they  worked  a  summer  for  you  when  they  were  a 
sophomore  in  high  school  and  then  they  came  back  the  next 
summer  and  worked  for  you.  or  possibly  during  the  year  on  Christ- 
mas break,  or  whenever  they  worked  part  time— would  that  more 
enhance  their  possibilities  in  getting  a  job  with  you  or  with  some- 
body else  when  they  turned  19  years  old? 

Mr.  Hunter.  Certainly.  We  have  so  much  room  for  advancement. 
We  very  seldom  hire  outside  personnel,  so  to  speak.  If  a  waitress 
with  ten  years'  expeiience  comes  in.  there  is  no  place  for  her 
because  girls  are  coming  off  the  desk  or  out  of  the  kitchen  or  off 
the  dishwasher  and  they  are  going  into  better-paying  jobs— busing 
waiting,  cooking.  In  our  system,  they  are  going  up. 

There  is  natural  attrition  because  these  are  part-time  jobs  during 
school  or  17-  and  18-year-old  jobs,  or  they  are  first-year-out-of-high- 
school  jobs,  where  they  earn  enough  money  in  the  summer  to  buy  a 
car  so  they  can  get  to  another  job. 

Senator  Nickles.  Do  you  see  a  lot  of  them,  by  getting  into  the 
system,  actually  step  up  the  economic  ladder*^ 

Mr.  Hunter.  Yes.  most  certainly. 

Senator  Nickles.  Let  me  ask  Mr.  Fields  a  question  or  two  You 
mentioned  that  about  one-half  of  the  farms  were  exempt  and  one- 
half  were  covered.  What  is  the  distinction? 

Mr.  Fields.  In  the  present  Act.  Senator,  as  you  know,  there  is  a 
oUO-man-day  standard.  That  means  that  if  you  employ  an  equiva- 
lent of  no  more  than  six  people,  you  are  not  under  the  Act. 

By  the  way,  I  would  like  to  throw  in.  if  I  have  a  chance  right 
now-I  am  sorry  that  Senator  Williams  is  not  here,  because  I 
would  hope  that  the  Congress  of  the  United  States  would  be  as 
^''^^[r^?r  his  State  and  have  a  total  teenage  exemption.  Sena- 
tor Williams  home  State  of  New  Jersey  is  the  most  urban  State  in 
the  Nation;  it  has  always  had  a  teenage  exemption  There  is  no 
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minimum  wage  in  New  Jersey  for  teenagers.  So,  I  just  wish  that 
the  Congress  would  be  as  progressive  as  Senator  Williams'  State, 

Senator  Nickles.  Well,  I  hope  people  realize  this.  Part  of  the 
reason  I  came  up  with  the  16-  and  17-year-olds  was  that  current 
labor  laws  prohibit  people  from  getting  into  many,  many  types  of 
jobs  until  they  are  age  18  Therefore,  the  economic  value  of  a 
person  in  that  stage  is  oftentimes,  if  not  the  majority  of  times,  less 
than  a  person  at  a  higher  age. 

Mr.  Fields.  Right 

Senator  Nickles.  Mr.  Fields,  let  me  ask  you  one  other  question. 
You,  as  well  as  Mr.  Bradford  and  everyone  on  both  sides  of  this 
issue,  regardless  of  their  philosophies,  commented  that  we  have  a 
serious  problem.  We  have  tried  to  solve  this  problem  oi  youth 
unemployment  by  throwing  money  at  training  programs.  This  has 
not  worked.  The  fact  is  that  we  have  a  great  deal  of  unemploy- 
ment. 

If  we  are  able  to  enact  part  of  the  changes  regarding  submini- 
mum  wages,  we  are  asking  the  marketplace  to  respond.  Let  us  try 
the  marketplace;  let  us  not  have  government  automatically  price 
too  high  the  market  capabilities  and  actually  discriminate  against 
anyone  who  might  have  talents  that  would  be  worth  less  than  the 
so-called  minimum  wage. 

Mr  Fields.  By  the  way,  another  point  that  I  made  in  the  state- 
ment has  not  been  brought  out  here  this  morning.  The  payment  of 
the  minimum  wage  is  not  the  total  cost  of  employing  those  people; 
that  needs  to  be  brought  out.  The  total  cost  of  employing,  even  at 
the  minimum  wage,  is  closer  to  $5  an  hour  when  you  figure  all  the 
other  costs  involved  with  the  employment. 

Senator  Nickles.  Do  you  mean  matching  social  security  taxes 
and  other  benefits? 

Mr  Fields.  Right. 

Mr.  Bradford.  Senator,  if  I  could  say  one  other  thing,  too,  I 
think  that  we  have  spent  a  lot  of  time  this  morning  talking  about 
statistics.  We  are  really  talking  about  young  men  and  women  who 
deserve  the  opportunity  to  learn  the  work  ethic  and  to  get  that 
first  job  and  to  get  that  opportunity.  We  are  all  anxious  to  create 
as  many  of  these  jobs  as  we  possibly  can.  We  think  that  we  are 
talking  about  creating  jobs;  we  are  not  talking  abu'U  displacing 
people.  We  are  talking  about  new  people  who  can  come  to  work 
who  are  not  working  now,  and  that,  to  us,  is  a  much  better  way  to 
go  at  it,  through  the  private  system  than  through  the  public  efforts 
that  have  not  done  very  much  so  far  in  the  past,  in  spite  of  all  the 
money  that  has  been  spent. 

Senator  Nickles.  Very  good.  Thank  you,  Mr.  Bradford,  Mr. 
Fields,  and  the  Hunters  We  appreciate  your  statements;  thank 
you.  We  appreciate  you  coming  a  distance,  helping  us  and  sharing; 
with  us  your  experiences 

Mr.  Bradford.  Senator,  I  would  like  to  submit  the  statement  and 
some  attachments  for  the  record 

Senator  Nicklkc  That  will  be  ordered. 

Mr.  Bradford.  Thank  you 

[The  prepared  statement  with  attachments  of  Mr.  Bradford  fol- 
lows 1 
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STATEMENT  OF  ROBERT  E.  BRADFORD 
EXECUTIVE  VICE  PRESIDENT,  NATIONAL  RESTAURANT  ASSOCI/TION 
BEFORE  HEARINGS  ON  YOUTH  EWLOWENT  AND  TOE  MINIMUM  WAGE 
SENATE  LABOR  AND  HUMAN  RESOURCES  SUBCOWITTEE  ON  LABOR 
MARCH  2k,  1961 

Mr.  Chalman  and  neabers  of  the  Subcomiaittee,  I  am  Robert  E.  Bradford, 
Executive  Vice  President  of  the  National  Restaurant  Association.    Our  industry  is 
the  nation's  largest  employer  of  teenagers.    One-and-a-half  million  of  our  eight 
•lllion  employees  are  teenagers;  sixteen  percent  of  all  youth  employed  in  the 
United  States  have  Jobs  in  foodservice.    Therefore,  we  have  a  continuing  concern 
about  youth  employment,  and  are  proud  of  our  contributions  in  this  area.    I  am 
particularly  pleased  at  the  opportunity  I  have  today  to  express  our  support  for  the 
concept  of  expanding  youth  employment  and  to  outline  our  reasons  for  this  support, 

Hinimuffl  Wage  Increases  Reduce  Job  Opportunities 

E'ionomists  constantly  recJt-e  the  fact  that  minimun  wage  increaset  result  in 
loss  of  Jobs.    Nowhere  is  this  more  evident  than  in  our  industry.    Foodservice  was 
first  brought  under  Fair  Labor  SUndards  Act  coverage  in  1967.    From  1977  to  198 
the  minimum  wage  has  increased  kS  percent.    Part  of  the  justification  for  such  a 
huge  increase  was  the  perceived  need  to  keep  the  minimum  moving  upward  at  the  same 
pace  as  inflation. 
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k  fine  goal,  but  what  proponents  of  those  large  increases  chose  to  Ignore  waj 
the  fact  that  the  Increases  added  to  the  business  operator's  inflationary  burden. 
Faced  with  rising  labor  costs,  what  did  business  people  do? 

The  first  option  was  to  raise  r'ices  to  cover  increased  costs. 
In  foodservice,  prices  do  go  up  when  the  oinimum  wage  goes  up.    k  Data  Resources, 
Inc.  study  found  that,  for  each  four  percent  increase  in  the  alnioua  wage, 
restaurant  uenu  prices  increase  one  percent.    So  it  is  clear  that  the  prices  we 
charge  the  consumer  are  forced  upward  by  ainioum  wage  increases. 

But  It  is  also  clear  that  price  increases  cover  only  a  aoall  portion  of  the 
foodservice  operator's  increased  costs. 

We  have  a  very  decentralized,  conpetitive  industry.    We  also  compete  with  food 
served  at  home.    These  factors  force  a  foodservice  operator  to  minimize  price 
increases  as  much  as  possible.    If  the  operator  fails  to  do  so,  competitors  will 
take  advantage,  or  you  the  customer  will  eat  out  less  often.    So  the  operator  must 
look  to  curb  labor  costs  when  minimum  wage  goes  up;  he  or  she  cannot  merely  pass 
those  increases  on  to  the  customer. 

Foodservice  is  a  labor  intensive  industry,  and  the  capacity  of  our  operators  to 
reduce  cost  by  subsUtating  capital  for  labor  is  very  limited.    Of  course,  where 
substitution  can  be  Jons,  it  wii.1  be  done,  to  the  detriment  of  the  people 
replaced.    One  example  -  a  representative  of  a  major  chain  told  me  that  his  company 
will  redesign  its  beverage  dispensers  at  the  cost  of  $t8,000  per  establishment  to 
reduce  by  one  the  number  of  employees  needed  on  each  shift.    Multiply  the  cost  in 
dollars  and  Jobs  by  several  hundreds  or  thousands  of  establishments  and  one  thing 


o 

ERIC 


151 


Page  3 


becomes  clear  -  increases  In  the  mlnlnum  wage  make  It  more  and  laore  econonlcal  for 
•■ployers  to  spend  large  subs  of  money  to  replace  people.    And  that  is  tiue  even  In 
an  Industry  like  foodservlce,  which  cannot  be  "automated"  to  any  great  extent. 

Naturally,  not  every  foodservlce  operator  can  Invest  $]8,000  in  a  soft  drink 
■achlne.    So  other  ways  are  found  to  reduce  labor  costs.    Last  year,  we  asked  the 
readers  of  our  Washington  Report  how  they  accommodated  the  1980  Increases.    Here  is 
what  they  told  us: 

-  71  percent  of  these  foodservlce  operators  reduced  the 
number  of  employee  hours  worked 

-  'iS  percent  reduced  staff 

"  21  percent  reduced  operating  hours  and 

-  28  percent  added  labor-saving  equipment 

-  nearly  30  pe  cent  of  these  employers  decreased  the  number 
of  teenagers  employed  in  their  establishments  in  response 
to  the  minimum  wage  increase 

A  poll  in  1979  produced  similar  results. 

A  recent  study  from  Chase  Econometrics  indicates  that  a  ten  percent  increase  in 
the  Binimuo  wage  rate  costs  the  equivalent  of  approximately  tt2,000  forty-hour 
full-time  jobs  in  the  foodservlce  industry.    Applying  these  figures  over  the  period 
since  1977,  which  saw  a  k6  percent  minimum  wage  increase,  the  Chase  study  would 
indicate  that  we  have  lost  nearly  half  a  million  full-time  Job  equivalents.  When 
you  consider  that  most  of  our  employment  openings  are  part  time  (the  average 
foodservlce  employee  works  26  hours  per  week),  these  figures  translate  to  a  loss  of 
perhaps  three-quarters  of  a  million  actual  Jobs  which  would  otherwise  have  existed. 
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Much  of  the  damage  done  by  the  increases  of  the  past  four  years  Is  reflected  in 
the  chronically  high  youth  unemployment  figures,  as  well  as  in  the  large  numbers  of 
youth  outside  the  labor  force.    Young  workers,  who  have  little  or  no  Job 
experience,  and  are  therefore  less  productive  and  less  valuable  to  the  employer, 
sjffer  most  heavily  when  employers  are  forced  to  curb  labor  costs. 

Youth  Differential:    What  Can  It__Do? 

The  youth  differential  would  not  erase  all  the  negative  employment  effects  of 
recent  minimum  wage  increases.    It  could  not  guarantee  every  teenager  a  job,  yet  we 
believe  it  has  the  potential  to  expand  youth  employment  and  allow  more  youth  to 
build  the  work  experience  and  background  they  win  need  to  advance  In  their  adult 
careers • 

Senator  Hatch's  bill,  S.  31*8.  would  permit  an  employer  to  pay  75  percent  of  the 
minimum  wage  to  employees  under  the  age  of  20  for  a  six-month  period.  Stiff 
financial  penalties  are  provided  for  employers  engaging  in  a  pattern  or  practice  of 
substituting  younger  workers  for  older  ones  employed  at  or  above  the  minimum,  or 
terminating  younger  employees  in  order  to  take  continual  advantage  of  the 
differential . 

Senator  Percy's  bill,  S.  430,  is  similar  In  most  respects,  but  provides  an  85 
percent  differential  and  an  automatic  repeal  of  the  differential  after  three  years- 

Senator  Nickles^  bill,  S.  658,  would  exempt  employees  under  the  age  of  18  from 
the  minimum  wage  provisions  of  the  Pair  Labor  Standards  Act. 
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But  where  will  the  jobs  come  from?    In  ours  and  other  service  Indust-^les,  there 
are  plenty  of  Jobs  to  be  done,  many  that  are  no  longer  done  because  the  mlnlnuD 
wage  has  made  their  cost  prohibitive.    Service  station  attendants,  grocery  store  * 
bag  boys,  soda  founUin  workers,  carhops,  all  manner  of  errand-runners  and  clerks 
have  been  greatly  reduced  in  number  or  eliminated  entirely  because  of  the  higher 
•inimuB  wage.    In  some  cases,  the  duties  of  those  Jobs  have  been  taken  over  by 
business  managers  or  owners;  a  small  business  owner  will  Uke  on  these  tasks  when 
he  or  she  can  no  longer  afford  to  hire  soneom*  else  to  do  them. 

Hjch  of  the  work  formerly  done  by  employees  is  now  done  by  customers  themselves 
-  pumping  gas,  carrying  groceries,  preparing  and  serving  salads,  as  examples. 
Since  we  have  grown  accustomed  to  the  self-service  salad  bar,  gas  station  or  retail 
store,  we  tend  to  forget  that  they  represent  the  loss  of  Jobs  once  performed  by 
other  people.    In  most  cases,  the  employees  in  question  were  young,  building  their 
work  experience  and  skills.    These  are  the  types  of  Jobs  that  have  been  reduced  or 
eliminated  by  the  incrtaaed  labor  costs  involved  in  the  minimum  wage,  and  some  of 
these  Jobs  could  be  revived  under  a  youth  differential. 

In  any  industry  like  ours,  which  is  built  on  serving  customers,  maintaining  a 
higher  level  of  service  will  make  a  business  healthier  and  more  competitive.  If 
our  operators  could  stretch  their  labor  cost  budget  to  encompass  mere  employees, 
they  would  tfo  so  because  they  know  that  more  staff  means  more  service,  and  more 
service  means  better  business. 
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Substitution 

The  only  real  argusent  advanced  against  the  youth  differential  Is  substitution 
-  employers  would  supposedly  fire  adults  and  replace  them  with  teenagers,  or  fire 
teenagers  after  six  nonths  to  replace  them  with  other  teenagers.    S.  3^*8  and  S. 
address  these  conce-'is  aore  than  adequately  In  their  penalty  provisions.    But  even 
If  no  legal  pena.tles  existed,  few  foodservlce  operators  could  run  their  businesses 
In  this  way. 

First,  the  types  of  Jobs  about  which  we  have  been  Ulklng  are  primarily 
entry-level  Jobs,  the  types  traditionally  held  by  younger  workers  and  the  types 
having  less  appeal  to  older  workers  with  more  experience  who  can  command  better 
Jobs  and  better  pay.    Our  Industry  would  see  Its  Job  expansion  In  those  Job 
categories  already  occupied  alaost  entirely  by  young  people. 

Secondly,  we  are  looking  toward  the  creation  of  new  positions,  toward  the 
expansion  of  total  employment,  not  merely  filling  existing  positions.    We  are 
looking  toward  Job  opportunities  that  have  not  existed  before  for  anyone,  teens  or 
adults. 

Third,  the  retention  of  capable,  experienced  employees  Is  a  high  priority  of 
any  business.    In  foodaervlce,  we  are  acutely  aware  of  the  high  c       of  employee 
turnover.    This  makes  It  foolish  and  costly  for  us  to  systematically  discharge  any 
group  of  employees,  whether  adults  or  youth,  only  to  take  advantage  of  the  youth 
differential.    Foodservice  operators  who  constructed  this  type  of  "revolving  door" 
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eaplomnt  situation  would  find  their  training  costs  (measured  In  both  money  and 
time)  multiplying  while  their  trained  employees  moved  on  to  work  for  their 
competitors. 

The  goal  of  youth  differential  is  to  make  more  young  people  into  productive 
citizens  able  to  advance  to  jobs  that  pay  aore  than  the  minimum,  either  by  assuming 
management  positions  in  foodservice,  or  moving  on  to  career  opportunities  in  other 
industries,  or  even  gaining  experience  necessary  to  start  businesses  of  their  own. 
The  youth  differential,  as  we  see  it,  would  not  work  to  create  any  permanent 
underclass,  or  to  tie  people  to  low-skilled,  low-paying  Jobs  for  the  rest  of  their 
lifetimes.    Indeed,  by  depriving  younger  workers  of  the  necessary  „ork  experience, 
accelerating  minimum  wage  increases  have  had  the  effect  of  sentencing  them  to  less 
productive,  less  remunerative  jobs  as  they  grow  older.    We  believe  that  much  of  the 
criticism  leveled  at  the  youth  differential  13  unjustified  when  viewed  in  the  light 
of  the  demonstrable  negative  effects  of  the  minimum  wage  without  a  youth 
differential. 

How  Many  Jobs? 

How  many  Jobs  would  be  created  by  a  75  percent  or  85  percent  youth 
differential?    Frankly,  we  do  not  know.    So  many  factors  affect  business  ability  to 
create  jobs  -  Uxes,  interest  rates,  the  general  state  of  the  economy  -  that  any 
accurate  prediction  is  impossible.    Some  have  advocated  an  "experimental"  youth 
differential  program,  yet  any  youth  differential  plan  I3  experimental,  aince  so 
little  is  known  atoat  the  extent  of  its  potential  job  creation  effects. 

Economists  seem  to  agree,  however,  that  minimum  wage  increases  cause  a  loss  of 
jobs,  and  that  this  loss  is  concentrated  in  entry-level,  or  lesser-skiUed 
employment.    These  economists  also  indicate  that  a  youth  differential  would 
increase  teenage  employment.    Ten  states  currently  use  some  form  of  yojth 
differential  or  exemption.    And  a  recent  study  from  the  Center  for  Human  Resource 
Research  at  Ohio  State  University  shows  that  teenagers  are  willing  to  accept  jobs 
paying  less  than  minimum  wage  in  order  to  have  the  opportunity  to  work.    We  believe 
this  evidence  justifies  the  creation  of  a  youth  differential  wage  under  the  Fair 
Labor  Standards  Act,  even  though  precise  results  cannot  be  measured  at  this  time. 
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EMPLOYMENT  AND  lABOR  FORCE  EFFECTS  OF  MINIMUM  MAGE  LEGISLATION 


Priwry  Finding* 

-  Zncr«as«s  in  th«  nininuin  wage  result  in  reduced 
•nployinent  opportunities  end  discourage  broad  segments 
of  the  population  who  perceive  an  increase  as  a 
reduction  in  the  likelihood  of  finding  enployinent. 

-  Those  nest  affected  include  teenagers,  especially 
^ninority  teens,  and  other  low  wage,  low  skill  groups. 


!•     pe  Effects  of  Minimum  Wagaa  en  thii  n<«»^<K»»<nn  rh^ng^« 
in  Aqqreqatt  BPPlgYTnentr  Marvin  Fosters  and  Finis  Welch, 
Rand  Corporation. 

MinijBum  wage  legislation  has  had  the  effect  of  decreasing  the 
share  of  normal  employnent  and  increasing  vulnerability  of 
cyclical  changes  in  employment  for  the  group  most  "marginal" 
to  the  work  force. .. .teenagers,  especially  nonwhite  teens. 

2.    Effects  of  Minimum  Kages  on  the  Level  end  A^e  Composition  of 
Youth  Employment,  Finis  Welch  and  James  Cunninoham.  

•For  each  increment  of  1  percent  in  the  costs  of  hiring  those 
eged  18  to  19  years,  the  employment  of  18  to  19  year  olds 
falls  1.3  percent,  employment  of  those  16  to  17  falls  2.4 
percent  end  for  persons  eged  14  to  15  the  drop  is  4  percent." 

3«    The  Effects  of  Cohort  Size  end  Minimum  Wages  on  Youth  Employmi 
Nabeel  Al*SeIam,  Aline  Quester  and  Finis  Welch. 

Increased  minimum  wages  reduce  the  employment  of  both  white 
end  nonwhite  teens.    Estimates  indicate  that  if  the  minimum 
wage  were  $1.00  lo%Mr  in  1978,  250  to  440  thousend  more  jobs 
for  white  teens  end  49  to  56  thousand  more  jobs  for  nonwhite 
teens  would  have  been  available. 

4-    Unemployment  Effects  of  Minimum  wages.  Jacob  Mincer,  Columbia 
University^ 

Renults  suggest  that  the  employment  effects  of  the  Federal 
minimum  serve  to  reduce  employment  of  low  skill  groups. 
Disaggregating  according  to  race,  ege  and  sex,  he  finds  that 
nonwhite,  younger  workers  are  most  adversely  affected  by 
increases  in  the  minimum  wage. 

5.    Mincer-Hashimoto  Study. 

Employment  reductions  ere  essociated  with  e  reduction  in  size 
of  the  labor  force.    Thus,  potential  workers  are  evidently 
more  likely  to  drop  out  of  labor  force  than  to  queue  for 
remaining  jobs. 
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Impact  of  Minimur  wage*  on  Otlier  Wages.  Employnent  and  ramily 
Income!,  Edwara  M.  Grairlich,  Univeriity  of  Michigan. 

Grimlir       atrongeat  findings  concern  the  income  redistributiou 
effects  of  minimum  wage;  'lowever,  he  found  significant  adverse 
impacts  to  nininum  wage  increases  emong  full  time  workers. 

Minimum  Wage  ?>gislat:on  and  the  Youth  Labor  Market,  James 
F.  Ragan,  Jr.,  Washington  University. 

Had  the  1966  amendments  not  bnen  implemented,  model  indicates 
that  youth  etrployment  would  have  been  320,000  persons  higher 
in  i972  than  it  actually  was  and  the  aggregate  youth 
unemployment  rate  would  have  been  3.6  percentage  points  lower. 

The  Effect  of  Legal  Minimum  Wage  on  the  Pay  and  Employment 
of  Teenage  Students  and  Nonstudents,  Jameg  F,  Raaan.  Jr. — 
A  higher  minimum  wage  l^ads  to  a  job  loss  among  teenagers, 
especially  nonwhite  males  and  males  not  in  school. 

The  Effect  of  Statutory  Minimum  Wage  Increases  on  Teenage 
Employment,  Yale  Brozen,  University  of  Chicago. 

Ratio  oT  teenage  unemployment  to  overall  unemployment 
increased  from  2.5  in  1960  to  3.6  in  1966  during  which  time 
the  minimum  wage  was  increased  from  $1.00  to  $1.60  and  its 
coverage  broadened  considerably. 

Federal  Minimum  Wage  State  By  State  Impact  Analysis,  Dr. 
Jack  Carlson,  Chamber  of  Commerce  of  the  United  States 

Details  on  a  state-by-state  basis  job  loss,  labor  cost 
increase  and  consumer  price  increase  effects  of  two  1977 
minimum  wage  bills. 

The  1978  Joint  Economic  Report  of  the  President,  published 
March  15,  1976. 

*Khile  designed  to  provide  minimum  ince^ne  to  low  income 
workers,  it  (minimum  wage)  tends  to  decrease  their  prospects 
for  employment." 

An  F'^aluatlon  of  Quebec's  Minimum  Ka^e  Effect  on  Production, 
Erployment ,  Prices  and  Th:  Distribution  of  Income,  Pierre 
Fortin,  Laval  University. 

A  10  percent  increase  in  the  minimum  wage  increases  unemployment 
substantially  overall,  but  e.$pecially  among  those  14  to  24 
years  old  and  women  over  25.    Quebec's  high  mini.num  wage 
wiped  out  from  25,000  to  42,000  job  opportunities  in  1977-78. 

The  Impact  cf  Minimum  Wages  on  Teenage  Schooling  ard  on 
Part-Time/Full  Time  Empio^ment  of  Youths,  J.  Peter  Mattila, 
Iowa  State  University. 

Minimum  wages  have  shifted  youths  away  from  ful'x  time  work. 
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Some  Aspects  of  the  Social  Pathological  Behavioral  Eff>r^« 

of  Unerpioyment  Ar>onq  Young  People:  iamA  PK,il,p.,  Mn',.^^,,^ 
oz  caiitornis.  ' 

Preponderance  of  evidence  indicates  the  minimum  wage  impacts 
heavily  on  young  inal*s,  displacing  them  from  jobs,  raising 
unemployment  and  driving  them  from  the  labor  force.  Evi'ience 
also  indicates  that  unemployed  or  discouraged  young  males  seek 
illegitimate  alternatives  to  employment. 

The  Effect  of  Minimum  wages  on  Teenage  Unemployment  R^fPi;. 

Thomas  Gale  Moore,  Journal  of  Political  Economy.  

Constructed  econometric  model  which  suggests  proposal  to 
increase  minimum  wage  to  $1.80  in  1970  and  $2.00  in  1971 
would  have  increased  nonwhite  teenage  unemployntent  by 

f;!,^''S*?*'  ^^-^  percent  in  1972,  14.5  percent  in 

1973  and  15.6  percent  in  1974. 

Teenage  Unemployment  and  Real  Federal  Minimum  Wages,  Douglas 
K.  Adie,  Journal  of  Political  Economy.  

Increases  in  Federal  minimum  wage  cause  unemployment  among 
teenagers.  ^ 

17.    Update  of  Mincer  Estimates  of  the  Effects  of  Minimum  Wages 
on  Er.ployment,  Ron  Krunm,  University  of  Chicago,  April  1977. 

Loss  of  employment  due  to  an      -rease  in  the  minimum  wage 
from  Its  present  level  (1977)        60  percent  of  the  average 
manufacturing  wage  results  in  a  loss  in  employment  of  almost 
2.5  million  jobs.     Teenagers,  nonwhites  and  younger  working 
adults  are  most  harmed. 

Unemployment  Policies  to  Reduce  Inflation,  Michael  L.  Wachter 
UniverJ-sty  of  Pennsylvania. 

Minimum  wage  law  reduces  the  demand  for  low  wage  workers  in 
covered  sector. 

19.  The  Problem  of  Teenage  Unemployment,  Alan  A.  Fisher,  Univerbity 
of  California. 

The  minimum  wage  has  been  an  important  factor  in  increasing 
teenage  unemployment. 

20.  Walter  E.  Williams,  Temple  University. 

This  year's  (1980)  7  percent  increase  in  the  minimum  wage  will 
cause  unemployment  among  low  skilled  black  teenagers  to  rise 
from  35  to  40  percent. 

Smployment  Effects  of  Minimum  Wage  Rates.  John  M.  Peterson 
and  Charles  T.  Stewart,  Jr.   

-Higher  minimum  wage  rates  have  slowed  employment  growth  in 
low  wage  industries  in  the  South  relative  to  employment  growth 
in  the  same  industries  in  the  rest  of  the  nation. 
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22.      Minimar-Woge  Regulation  in  Retail  TraJe,  Efclton  M.  Fleisher, 
r981. 

Minimum  wage  legislation  during  the  1960's  resulted  m  a  loss 
of  one-third  to  one-half  rnillion  full  tin^e  :ob  opportur it les 
in  retail  trade.    Teens  were  nsost  adversely  affected. 
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The  Impact  oi  the  Minimum  Wage 
on  the  Restaurant  Industry 


A  study  by  Doto  Resources,  Inc. 


introductloA 

The  National  Restaurant  Association  has  contracted  with  Data  Resources,  Incorporated  of  Lexington, 
Massachusetts  to  analyze  the  effects  of  minimum  wags  legislation  on  the  restaurant  industry  In  particular, 
DRI  has  examined  the  effects  on  employment,  unemployment,  wages,  hours  worked  and  price  changes  in 
the  industry  that  are  attributable  to  minimum  wage  legislation  It  has  also  examined  the  impact  on  business 
performance,  as  evidenced  by  trends  in  failures  of  restaurants  The  final  section  of  the  study  deals  with  the 
extent  to  which  the  minimum  wage  serves  to  redistribute  income  to  restaurant  workers  m  tow  income 
households 

Data  Resources,  Inc  ,  a  prominent  econometric,  forecasting  and  consulting  firm,  is  headed  by  Dr  Otto 
Eckstein,  a  member  of  the  Council  of  Economic  Advisors  under  President  Johnson  Economic  studies  done 
by  DRI  are  widely  used  by  private  industry  as  well  as  the  Federal  and  state  governments  Among  its  clients 
are  the  Congressional  Budget  Office,  the  Federal  Reserve  Board,  the  Congressional  Research  Service  and 
the  U  5  Department  of  Commerce 

The  summary  which  follows  consists  mainly  of  excerpts  from  the  DRI  study  Readers  are  encouraged 
to  study  the  DRI  report  in  order  to  gam  a  fuller  understanding  of  the  reasoning  behind  the  conclusions  and 
the  context  m  whiqh  they  are  presented  A  statistical  appendix  is  available  for  those  wishing  to  examine 
the  underlying  quantitative  analysts 

Although  the  report  refers  to  the  "restaurant  industry  for  purposes  of  readability,  the  base  data  for 
wages,  employment  and  ho«.rs  worked  relate  to  the  Census  category  of  "eating  and  drinking  places  "  The 
discussion  of  restaurant  and  menu  prices  refers  to  the  Bureau  of  Labor  Statistics  index  of  "food  away  from 
home  " 


General  Conclusion 

The  Impacta  of  continued  minimum  wage  Increaaea  on  employment,  average  weekly  hours,  prices, 
wage  inflation  In  labor  markets  and  business  performance  In  the  restaurant  industry  are  all  clearly  negative. 

These  findings  are  m  accordance  with  the  expectations  of  economic  theory  and  previous  research 

Previous  Sfudles 

Previous  employment  studies  have  reached  the  uniform  conclusion  that  increases  in  the  minimum  wage 
have  reduced  the  number  of  jobs  available  m  industries  subiect  to  the  minimum  wage  and  discouraged 
broad  segments  of  the  popi'Iation  from  seeking  employment  These  workers  perceive  an  increase  in  the 
minimum  wage  as  a  reduction  in  the  likelihood  of  finding  employment 

Washington  Off  to* 

intern«ttonal  Square  -  Suiie  850 
i850KStteei  Nw 
Wasnm^ton  DC  20006 
(202)296  0350 


Summary  Rndings  of  DRI  Study 
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An  earner  $tudy  by  Graml.ch  lor  BrooK.ngs  InM.tul.on  found  that  a  very  io«.  correlation  ex.sted  between 
lccomn.n"'"'  "  °*       '"'^^^^^     the  aggregate  ^a^Zi 

'  com.'  Grl^  Jh  ^'^^  '°  a»>ova  the  med.an  level  o 

K  Gramlich  reiched  the  strong  conclusion  that  minimum  y^ages  provide  a  greater  subsidy  to  those 
at)Ova  poverty  levels  thin  those  below  gr«ior  suusiay  lo  mose 

Employmtfif  ond  (Mtmployment  Effects 

Uom!!!au^^^  restaurant  industry  as  a  whole  Individual  firms  may  differ  substantially 

i^^ur*.Sn™L'^**i"  *^Jr'V"r."'"  nwt  than  •  1  parcant  <tocra.ia  in 

iMtaurint  ■mploymant.  ifiir  other  influancii  on  industry  growth  ha^«  !^n  discountad 

wega  rolll'uV*'''  ^''"^'^""^    *  ''"^'"^  "  '^'^  ^'^^^C'*!  « minium 

f^^^jH^  ^  ^w**"^'"*  •n<«"««fy  lobe  ere  corKlualvaly  negativa.  The 

i^TIS^^ ITh^        ^i?'!        •'"P'^^  Incraeaa.  In  tS  minimum 

^^^^^  ^  opportunitlei  for  taanageri  end  eyetimiciily  ixacirbita  the  lono-tUrKling  pr oWam 
Of  norvwhKa  teana^a  unamploymafiL 

the  rl^Tau^a'Trndu^ry"^  ''^         ''''''''''       """^  specifically  tor  those  employed  ,n 

onrwtTn?.?  ^  ^''"ble  blow  from  unemployment  induced  by  the  minimum  wage  Job 

opportunities  are  reduced  and  increasing  numbers  seek  employment  A  strong  inference  is  that  the 
mm.mum  wage  systematically  effects  non-white  teenagers  disadvantageous^  relative  to  while  leenag- 

^howJrfh-Tl^*  unemployment  among  non-white  teens  and  the  minimum  wege 

Shows  that  •  5  percent  increase  tn  the  ratio  of  minimum  to  average  manufacturing  wages  produces  a 
one  percent  increase  in  the  unemployment  rate  ^     v  w 

WoQt  ond  Price  Effects 

.v.rlSlr^^.fJlL'l'^  "!?'*'**tV'*  ^^'^^S*"         ^W"''  worked  by  the 

.n  H   ?^  •mpteyea.  This  result  takes  account  of  changes  in  average  hours  associated  with  changes 

in  worker  productivity  and  real  output  v^nauyc^ 

.  wage  does  not  pass  directly  to  low-wage  workers  since  employers  will 

J!  ih!  °*  «  well  as  the  number  of  employees 

In  the  resfagrant  industry  a  7  percent  increase  m  the  minimum  wage  wiN  produce  a  1  percent  declin 


line  in 


A  4  parcant  Incrtaaa  In  the  minimum  wage  will  produce  a  1  percent  increase  in  the  avaraoe  price  for  a 
meal  away  itotn  tiome. 

Business  Foilure  Effects 

wag^ *'  ^^^^^^  ***  chengee  m  groaa  Industry  revenues  and  changes  in  the  minimum 

A  5  percent  mcroase  in  the  mtnimum  wage  increases  typical  restaurant  labor  costs  3  percent  This 
finding  takes  into  account  the  estimated  changes  in  hours,  employment  and  prices  with  respect  to  changes 
in  the  minimum  wage  Historically  operators  have  been  able  to  pass  on  roughly  half  of  the  labor  cost 
increase  to  consumers  in  the  form  of  higher  menu  prices  The  remain  ng  portion  has  been  absorbed  in 
reduced  operating  margins  Th.s  reduction  ,n  operating  margins  undoubtedly  contributes  to  the  number  of 
CuSiness  failures  in  the  industry 

Incotne  Redistribution  Effects 

Additional  income  from  minimum  wage  increases  m  the  restaurant  industry  frequently  goes  to  middle 
end  upper  income  households  This  is  because  large  numbers  of  teenagers  and  wives  employed  by  the 
restaurant  industry  are  supplementing  other  sources  of  household  income 

HSllISiS'  ^'"'"j;  ""[^f!^'  •'"P'«y'"«"»  ""'v-y  dit^  Indicate,  that  the  impact  of  minimum 

^  radlatrlbotion  of  incoma  to  the  economically  needy  la  quHa  email  Roughly  60  percent 

of  foodaarvlce  worfcara  come  from  familiaa  whose  houaahold  income  ia  above  $12,500.  and  thev  tvolcalhr 

contribute  20  percent  to  total  houaahold  Incoma. 
..M^^.'*"^  iuppofte  the  concluaion  that  minimum  wage  leglaiatlon  worka  to  the  diaadvantage  of  non^ 

while,  teenage  workara  and  their  familiaa  wHhout  providing  aubatantial  compensating  beneflte. 

eCOft  12/2Qf7S 
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t  INTRODUCTION 

Thl»  rtport  provides  documentation  for  DRI%  prelimlwiry  Investigation  of  mimimum 
wage  Icfislationand  iU  impact  upon  the  restaurant  industry.  The  objectives  of 
the  tXwijf  art  twofold.  The  primary  motivation  is  to  reveal  existing  relationshipe 
among  various  causally  related  indicators  of  restaurant  activity  and  the  minimum 
wage.  As  such,  the  resulU  are  historical  and  merely  suggestive  for  future  impacts. 
The  second  objective  is  to  suggest  possible  avenues  for  the  preparation  of  econometric 
models  suitable  for  extensive  policy  simulation  analyses.  The  results  presented 
below  represent  mVa  best  estimates  utilizing  publicly  avaUable  daU  and  a  wide 
variety  of  econometric  models.  The  major  points  outlined  below  present  an  investigation 
of  those  restaurant  specific  impacU  generated  by  minimum  wage  legislation. 
Wherever  possible,  additional  analyses  utilizing  information  not  currenUy  available 
to  DRI  will  be  suggested.  Where  appropriate,  qualification  of  conclusions  wiU 
be  related  to  data  or  sUtistical  inadequacy. 

The  remainder  of  this  report  is  divided  into  five  major  sections,  each  section  relates 
minimum  wage  legislation  and  its  timing  to  a  particular  aspect  of  the  food  service 
industry  or  its  labor  market.  The  first  section  provides  a  summary  of  the  relevant 
literatire  on  the  minimum  wage  and  its  potential  impacts.  References  to  major 
research  studies  are  provided  for  the  preparation  of  more  extensive  briefing  papers. 
The  second  section  deals  exclusively  with  the  employment  and  unemploym^t 
effects  of  minimum  wage  legislation.  Traditional  estimates  of  labor  demand  and 
supply  bring  lit  Me  evidence  to  bear  upon  the  restaurant  specific  labor  marlcet. 
The  material  presented  in  this  section  represents  a  significant  first  step  toward 
deciphering  the  aggregate  wage-employment  dynamics  of  the  restaurant  industry. 

The  third  section  explores  wage,  hour,  and  price  changes  in  the  restaurant  industry 
attributable  to  minimum  wage  legislation.  Separate  studies  of  these  individual 
phenomena  oftentimes  produce  inconsistent  results.  The  combination  of  disaggregated 
data  (restaurant  Industry  figures)  and  a  uniform  perspective  provide  a  picture 
consistent  with  economic  theory.  Closely  following  the  analysis  of  wages  and 
prices  is  an  analysis  of  the  impact  of  minimum  wage  changes  upon  business  performance 
in  the  restaurant  Industry.  By  analyzing  trends  and  cycles  in  business  failure, 
a  basic  understanding  of  the  Influence  of  legislative  timing  upon  Industry  performance 
is  obtained. 

The  final  section  deals  with  cross-sectional  evidence  on  the  relationships  between 
worker  incomes,  wages,  hours,  and  demographic  characteristics.  Utilization  of 
data  on  workers  affiliated  with  the  food  service  Industry  provides  the  basis  for 
sound  inference  about  the  distributive  impacts  of  the  minimum  wage.  Comparison 
of  these  results  with  those  found  for  the  aggregate  labor  force  yields  an  estimate 
of  the  extent  to  which  minimum  wage  provisions  redistribute  income  toward  restaurant 
worl<ers  in  low  income  families. 

IL      PREVIOUS  STUDIES 

Reviews  of  the  Fair  Labor  Standards  Act  and  subsequent  amendments  have  focused 
upon  the  macroeconomic  impacts  of  the  legislation  i4>on  aggregate  labor  markets. 
While  correctly  emphasizing  unemployment,  labor  force  participation,  and  wage 
inflatkm  effects,  these  studies  have  focused  exclusively  upon  Quarterly  movements 
in  broad  aggregates.  Results  outlined  below  illustrate  that  the  more  detailed, 
disaggregated  perspective  obtained  from  monthly  data  occasionally  changes  the 
conclusions  obtained  in  earlier  studies. 
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Information  on  ttie  history,  le^slative  and  economic,  is  available  from  a  numt>er 
of  studies,  moat  notably  Goldfarb  (l).  An  excellent  historical  treatment  of  the 
lefislative  history  of  the  Fair  Labor  Standards  Act  can  be  found  in  the  Monthly 
Labor  Review.  The  original  intent  of  the  Act  did  not  encompass  the  broad  coverage 
of  the  current  minimum  wage  provisions.  The  authors  of  the  legislation  abo  presumed 
that  all  wortcers  covered  by  the  law  would  actually  receive  the  minimum  wage. 
To  the  extent  that  noncompliance  exists,  the  magnitudes  found  in  the  current 
study  actually  understate  the  true  impact.  This  particular  aspect  of  the  Fair 
Labor  Standards  Act  conditions  aU  sUtUtical  estimates  in  the  literature.  With 
the  data  currently  available,  no  conclusion  about  the  relative  compliance  of  the 
restaurant  industry  to  all  industry  is  possible.  A  particular  study  which  impacts 
all  empirical  work  in  an  unkiown  fashion  is  a  study  of  noncompliance  with  minimum 
wage  standards  performed  ty  Ashenfelter  and  Smith  (2)  and  updated  by  Gramltch 
(3).  The  uniform  conclusion  in  both  studies  is  that  widespread  non-compliance 
exists  and  varies  across  major  industry  groups.  Both  studies  indicate  that  noncompliance 
appears  to  be  decreasing  over  time.  The  general  issue  of  noncompliance  is  not 
addressed  in  this  study  for  two  reasons.  First,  substantial  questions  about  the 
methods  used  to  calculate  noncompliance  exist.  Second,  there  appears  to  be  no 
compelling  rationale^  given  those  methods,  for  expecting  noncompliance  to  be 
a  greater  or  lesser  problem  in  the  restaurant  Industry.  Even  if  measures  existed, 
the  subsequent  adjustment  of  our  results  would  not  be  a  clear  cut  taslc. 

Ashenfelter  and  Smith,  in  a  study  for  the  Department  of  Labor  utilize  the  Current 
Population  Survey.  Statistics  from  this  monthly  ^  irvey  indicated  that  the  distributions 
of  earnings  differed  between  fully  and  partially  covered  indsutries.  They  conclude 
that,  nationwide  compliance  is  somewhere  between  65  and  75  percent  in  covered 
employmenti  Gramlich%  update  and  extension  of  this  study  found  that  compliance 
varied  across  major  Industrial  groups  and  between  partial  and  fully  covered  industries. 
Estimates  of  compliance  from  two  years  of  data  indicate  a  range  between  40 
and  65  percent*  One  interesting  corollary  to  his  study  was  the  finding  that  coverage 
or  compliance  appeared  to  be  constant  across  all  demographic  segments  of  the 
labor  force.  This  conclusion  is  important  for  the  woric  that  follows  insofar  as 
systematic  differences  in  the  compliance  or  coverage  of  various  groups  in  the 
labor  force  would  bias  the  employment  and  unemployment  impacts  across  those 
groups.  Qramlich  also  found  that  the  variations  in  compliance  were  only  loosely 
related  to  whether  the  industry  was  covered  by  legislation. 

Labor  market  effects  of  minimum  wage  changes  can  be  categorized  In  terms  of 
wage  inflation,  unemployment,  and  labor  force  participation  impacts,  t^nemployment 
presents  the  most  difficult  controversy.  Numerous  studies  support  an  adverse 

pact  on  unemployment  as  minimum  wages  Increase.  However,  a  large  number 
c  ■  studies  find  no  consistent  relationship  between  changes  in  minimum  wages 
and  unemployment  rates.  The  final  balance  of  the  opposing  views  swings  toward 
adversity  as  the  investigation  focuses  upon  particular  age  or  racial  groups,  e.g., 
Moore  (4)  and  Mincer  (5;.  Regardless,  point  estimates  of  impacts  have  varied 
considerably  and  provide  no  rational  basis  for  numerical  forecasts  of  aggregate 
unemployment* 

Employment,  or  labor  force  parlLIpu'ion  studies  have  reached  the  uniform  conclusion 
that  increases  in  the  minimum  t'age  iiave  reduced  the  number  of  jobs  available 
in  covered  Industries  and  discouraged  broad  segments  of  the  population  who  oerceive 
an  increase  as  a  reduction  in  the  likelihood  of  finding  employment*  Welch  (6), 
Kelly  (7),  Mincer  (8)i  and  Gramlich  (3)  all  found  significant  adverse  Impacts  to 
minimum  wage  increases,  both  in  full-time  and  part-time  employment.  Welch 
found  a  negative  impact  upon  the  ratio  of  teenage  to  adult  employment  when 
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minimum  wascs,  adult  unemployment,  and  economic  growth  were  included  as  explanatory 
variables.  The  resulU  did  not  change  when  armed  forces,  school,  and  federal  jobs 
participation  were  included  as  conditioning  variables.  Mincer  found  negative  effects 
upon  employment  and  labor  force  participation  rates  when  adult  unemployment, 
time  (as  a  proxy  for  productivity),  and  armed  forees  em(]doyment  were  used  as 
conditioning  variables  in  conjunction  with  minimum  wages.  Gramlich  found  employment 
effects  when  real  industry  growth,  real  minimum  wages,  time,  minimum  wage  coverage, 
and  labor  supply  considerations  were  used  as  explanatory  variables. 

Essentially,  a  rise  in  the  minimum  wage  influences  the  overall  price  level  and  the 
level  of  prices  within  an  industry  in  several  stages.  The  first  impact  is  the  direct 
one  on  the  wage  rate  for  those  who  were  earning  less  than  the  minimum.  A  second, 
rather  immediate  impact  is  an  emulative  effect  on  the  wages  of  those  just  above 
the  minimum  and  those  whose  contracts  or  bargains  incorporate  the  minimum  in 
the  wage  scale.  The  actual  size  of  this  emulative  effect  is  quite  controversial. 
Third,  if  the  wage  increase  is  passed  through  to  the  consumer,  behavior  in  accord 
with  most  studies  of  the  inflationary  process,  then  there  will  be  a  feedbadc  effect 
of  higher  prices  on  the  wage  demands  of  other  woricers.  Finally,  additional  pressures 
on  the  price  level  may  attend  any  stimuUtive  fiscal  or  monetary  measwes  talcen 
to  restore  Jobs  to  those  displaced  by  increases  in  the  minimum  wage.  One  very 
important  corollary  to  this  descriptive  process  is  that  the  direct  effects  of  a  minimum 
wage  increase  as  the  level  of  the  minimum  wage  approaches  the  middle  of  the 
aggregate  or  industry  wage  distribution. 

The  final  subject  of  discussion  is  that  of  income  distribution.  Having  information 
about  the  impact  of  minimum  wage  legislation  on  low-wage  woricers  provides  a 
partial  estimate  of  the  benefits  and  costs  associated  with  this  program.  An  important 
addition  is  an  inspection  of  the  impact  on  low-income  families.  Aggregate  studies 
performed  by  Gramlich  are  the  only  studies,  to  date,  which  investigate  the  relationship 
between  low-wage  earners  and  low-income  families,  with  the  dramatic  postwar 
increases  in  labor  force  participation  by  teenagers  and  women.  The  presence  of 
multiple  earner  families  has  altered  the  relationship  between  these  two  groups. 

•Gramlich«5  first  finding  was  that  a  very  low  correlation  existed  between  low-wage 
woricers  and  low-income  families.  By  investigating  three  major  grou-ts,  teenagers, 
adult  males,  and  adult  females,  Gramlich  finds  that  the  spilH>ver  effects  of  minimum 
wage  changes  on  the  income  positions  of  individuals  above  the  median  level  of  income 
constitute  approximately  55  percent  of  any  change  in  the  aggregate  wage  bilL 

Thus,  the  redistributive  Impact,  incorporating  the  effect  of  the  minimum  wage 

bill  and  the  fact  that  the  arbitrarily  defined  poverty  level  is  well  below  the  nedian, 

of  the  mimimum  wage  appears  to  be  quite  modest.  Moreover,  the  fraction  which 

does  accrue  to  low-income  individuals  overstates  the  benefits  by  ignoring  the  disemployment 

or  unemployment  effects  of  a  minimum  wage  increase.  Gramlich*s  strong  conclusion 

is  that  minimum  wages  provide  a  greater  subsidy  to  those  above  poverty  levels 

than  those  below. 
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in.      METHODOLOOY  AND  DATA 

The  methodology  employed  for  this  itudy  is  that  used  in  traditional  economic  hypothesis 
testing.  Utilizing  causal  relationships  suggested  by  economic  theory,  data  on  relevant 
variables  are  analyzed  to  determine  whether  or  not  the  reasoning  suggested  by 
theory  is  supported  by  the  available  evidence.  The  application  of  this  methodology 
produces  results  which  are  conditioned  by  the  statistical  techniques  employed, 
the  underlying  explanatory  power  of  economic  reasoning,  and  the  quality  of  the 
data  investigated. 

The  hypotheses  examined  are  detailed  in  the  sections  that  follow.  The  stu^y  is 
directed  toward  an  examination  of  the  major  impacts  of  the  minimum  wage  suggested 
in  previous  major  studies  of  the  legislation.  Ancillary  issues  which  figure  prominently 
in  current  policy  discussion  are  addressed  when  feasible.  It  is  important  to  recognize 
that  two  different  data  types  are  available  for  investigation  and  the  analytical 
methods  appropriate  for  the  analysis  of  each  type  differ. 

This  first  set  of  data  is  information  available  in  time  series  form.  Measures  of 

prices,  wages,  employment,  and  sales  are  examples  of  data  gathered  and  analyzed 

is  time  series.  The  second  data  is  cross-sectional,  or  point-in-time,  in  nature. 

Information  on  family  incomes,  hours,  race,  and  age  of  restaurant  worlcers  in  a 

given  sample  are  examples  of  cross-sectional  data.  The  basic  techniques  for  investigating 

time  series  and  cross-sectional  data  are  multiple  regression  and  contingen<*y  table 

analysis,  respectively. 

The  use  of  multiple  regression  analysis  is  a  procedure  used  to  quanitfy  the  relationship 

among  a  set  of  variables.  Here,  the  impact  of  many  explanatory  variables  (called 

independent  variables)  upon  the  variable  of  ultimate  interest  (the  so-called  dependent 

variable)  can  be  modeled  simultaneously.  The  regression,  or  slope,  coefficients 

measure  the  marginal,  or  incremental,  impact  of  each  independent  variable  upon 

the  dependent  variable  -  holding  all  other  variables  fixed.  The  regression  constant 

captures  the  combined  average  impact  of  the  independent  variables.  The  STANDARD 

ERROR  is  a  measure  of  the  precision  with  which  the  regression  coefficients  and 

constant  are  estimated.  The  T-STATISTIC  utilizes  this  estimated  precision  to 

test,  in  a  rigorous  statistical  fashion,  whether  the  incremental  impact  of  each  independent 

variable  is  significantly  different  from  zero.  The  R-BAR  SQUARED  of  an  equation 

indicates  the  percentage  of  the  variation  in  the  dependent  variable  which  can  be 

explained  by  all  of  the  independent  variables,  in  concert  The  DURBIN-WATSON 

STATISTIC  is  a  number  that  summarizes  the  behavior  of  the  unexplained  component 

of  the  dependent  variable.  The  standard  rule  of  thumb  for  determining  the  importance 

of  a  particular  explanatory  variable  is  that  its  T-STATlSTlC  should  be  larger  than 

1.7  in  absolute  value.  Traditional  regression  results,  liowever,  are  only  as  reliable 

as  the  form  of  the  explanatory  variables.  Procedures  such  as  season0l  adjustment 

or  correcting  a  variable  for  price  inflation  can  alter  the  results  in  a  qualitative, 

as  well  as  a  quantitative,  fashion.  This  problem  is  Icnown  as  spccificaiton  error. 

It  is  common  to  virtually  aU  models  of  economic  phenomena  and  arises  from  imperfect 

knowledge  or  from  wealc  assumptions.  More  often  than  not,  these  problems  arise 

from  the  inability  of  economic  theory  to  fully  explain  a  particular  economic  problem. 
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Contingency  uble  analysis  utilizes  the  basic  elements  of  probability  theory  and 
the  large  sample  size  usually  associated  with  cross-^ctional  data  to  dt^aw  inference 
about  the  independence  of  Interrelatedness  of  economic  variables.  By  grouplnf 
data  into  groups  with  common  economic  or  demographic  characteristics  one  can 
look  at  variables  of  Interest  and  determine  whether  or  not  available  data  link  economic 
phenomena  to  demographic  or  socio-economic  status.  The  summary  statistic  avaQable 
from  the  analysis  of  contingency  tables,  termed  a  CHI-SQUARE  test,  indicates 
whether  or  not  the  data  support  the  belief  that  the  sample  comes  ft'om  a  larger 
population  where  the  characteristics  used  for  classification  are  genuinely  independent 

By  tabulating,  or  calculating,  the  values  of  variables  such  as  hours,  wages,  and 
household  income  for  Individual  observatiorn  in  a  cross-sectional  data  set,  the  trained 
analyst  can  associate  extreme  values  with  particular  groups.  It  is  important  to 
realize  that  contingency  table  analysis  does  not  provide  the  reason  for  the  relationship. 
Answers  to  these  questions  require  additional  theoretical  and  statistical  analysis. 

The  data  used  in  this  study,  with  a  single  exception,  comes  from  various  publicly 
available  government  sources.  Price,  wage,  hours,  and  employment  figures  were 
taken  from  Bureau  of  Labor  statistics  publications.  Figures  on  restaurant  sales 
were  obtained  from  retail  sales  data  published  by  the  Department  of  Commerce. 
Business  failures  data  was  calculated  and  made  available  to  this  study  by  Dun  and 
Bradstreet.  All  time  series  data  were  seasonally  adjusted  using  the  Bureau  of  Census 
X-U  method  prior  to  statistical  analysis. 

Cross--sectional  data  was  obtained  from  the  Bureau  of  Census'  Current  Population 
Survey  Annual  Demographic  File  (CPSADF).  This  annual  survey  of  some  130,000 
Individuals  Is  the  source  of  data  used  for  various  census  projections  and  analyses* 
Relevant  hypotheses  were  analyzed  using  1970,  1973,  and  1976  summary  tapes  from 
the  CPSADF.  Results  were  presented  from  the  1976  survey.  At  publication,  the 
1976  survey  was  the  most  recent  available  for  analysis  and  presentation. 

IV. .     EMPLOYMENT  AND  UNEMPLOYMENT  EFFECTS 

The  general  economic  question  posed  by  the  minimum  wage  is  whether  the  benefits' 
of  higher  wages  exceed  the  costs  inherent  in 

L       Changing  the  mix  of  capital  and  labor  employed  in  covered  Industnes. 

2.  Reducing  the  employment  prospects  of  workers  employed  in  covered 
industries. 

3.  Altering  the  mix  of  services  or  firms  in  a  particular  covered  industry. 

The  first  issue  cannot  be  addressed  with  publicly  available  data.  Comprehensive 
surveys  of  management  response  to  changes  in  minimum  wage  provisions  are  needed 
to  analyze  the  extent  to  which  restaurant  operators  change  the  nature  of  the  food 
service  preparation  and  delivery. 
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Th«  third  Issue  Also  requires  additional  work  following  a  broad-btsed  survey.  Without 
actual  time-paths  of  individual  restaurant  or  chain  performance  at  each  distribution 
point  inferences  about  the  changing  structure  of  the  restaurant  industry  will  be 
bulcally  unreliable.  One  exception  to  this  dismal  conclusion  is  that  reasonable 
estimates  of  the  relationship  between  increases  In  wage  costs  and  business  failure 
can  be  prepared  for  the  eggregated  restaurant  industry. 

The  next  two  sections  will  address  the  second  issue,  i.e.,  the  full  range  of  wage, 
hour,  and  employment  prospects  for  laborers  in  the  restaurant  industry  and  those 
who  typically  seek  employment  there.  A  fundamental  premise  of  the  statistical 
work  that  follows  is  that  the  impact  of  minimum  wage  legislation  is  most  evident 
when  viewed  in  the  context  of  a  particular  industry.  The  restaurant  industry  provides 
•n  excellent  starting  point  for  a  disaggregated  analysis  of  minimum  wage  legislation. 

Three  primary  areas  of  statistical  study  generally  classified  under  the  rubric  of 
employment-related  impacts  are 

t       Labor  force  participation, 

2.  employment,  and 

3.  unemployment. 

No  single  concept  adequately  captures  the  impact  of  minimum  wage  legislation. 
Economic  and  practical  reasoning  dictate  that  the  effects  on  the  third  category 
are  a  residual,  or  byproouct,  of  minimum  wage  impacts  on  the  decision  to  look 
for  a  Job  and  the  likelihood  of  obtaining  employment. 

Employment  in  the  restaurant  industry  could  be  expected  to  depend  upon  the  productivity 
and  costs  of  labor  and  non-labor  inputs  and  real  industry  growth.  Leaving  aside 
the  subtle  analysis  of  the  flow  of  workers  between  jobs  in  the  covered  and  uncovered 
sectors,  restaurants  can  be  expected  to  employ  labor  up  to  the  point  where  the 
incremental  contribution  to  service  or  output  is  just  balanced  by  the  incremental 
cost  of  another  hours  labor.  Previous  analysis  has  typically  provided  a  very  loose 
relationship  between  employment,  or  labor  demand  and  the  minimum  wage.  A 
probable  cause  is  the  overly  aggregative  view  of  the  labo*  market.  Looking  at 
overall  employment  includes  trade  and/or  craft  unton,  as  well  as  white  collar  employment. 
Including  these  sectors  of  the  labor  market  when  judging  the  impact  of  minimum 
wage  legislation  renders  the  economic  rationale  for  a  potential  impact  meaningless. 
Variations  in  employment  In  the  restaurant  industry,  when  conditioned  upon  real 
industry  growth  and  time  (as  a  proxy  for  productivity  and  associated  capital  inputs) 
are  negatively  related  to  the  real  (CPI-KJeflated)  minimum  wage. 

The  best  statistical  result  implies  that  the  elasticity  of  employment  with  respect 
to  the  level  of  the  deflated  minimum  wage  is  roughly  .28.  Another  way  to  view 
this  figure  is  that  a  4  percent  increase  in  the  minimum  wage  produces  a  little  more 
than  a  I  percent  decrease  in  restaurant  employment.  This  result  is  all  the  stronger, 
given  that  real  growth  effects  were  removed  from  changes  in  industry  employment. 
The  magnitude  of  this  impact  was  roughly  half  that  of  real  growth  when  the  timing 
of  growth  and  wage  changes  were  ignored.  When  the  timing  as  well  as  the  magnitude 
of  these  changes  is  included  tn  the  definition  of  variables,  the  two  major  explanatory 
factors  are  of  roughly  equal  Importance.  The  implied  changes  in  employment  response 
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to  lagged  ctwnges  in  ret  I  output,  time,  and  real  minimum  wages  indicate  that 
the  elasticity  of  restaurant  industry  employment  with  respect  to  real  output  and 
minimum  wages  are  equal  (approximately  .30)  but  opposite  in  sign.  The  maximum 
Impftct  of  real  output  changes  occurs  in  the  current  month,  while  the  greatest 
impAct  from  minimum  wages  occurs  five  months  after  a  change.  The  results  of 
this  analysis  are  robust  to  traditional  auto  correlation  corrections.  Together  the 
explanatory  variables  explain  over  99%  of  the  variation  in  restaurant  employment. 
Detailed  presentation  of  the  statistical  resulU  will  be  submitted  in  a  technical 
appendix. 

Labor  force  participation  by  individuals  determines  the  base  from  which  unemployment 
rates  are  calculated  for  •  given  level  of  employment.  If  the  number  of  indivlduab 
seeking  Jobs  increases,  then  the  unemployment  rate,  defined  as  those  seeking, 
but  unable  to  obtain  employment,  must  rise.  4ust  as  cost-of-livlr^  escalators 
depend  typically  upon  the  level  of  a  single  number,  the  Consumer  Price  Index, 
a  large  number  of  federal,  state,  and  local  expenditures  and  grants  depend  upon 
the  level  of  unemployment  among  certain  demographic  groups.  Hence,  labor  force 
participation  and  its  Impact  upon  unemployment  rates  can  have  a  crucial  effect 
on  a  large  number  of  budget  items. 

Labor  force  participation  is  influenced  by  three  economic  facts:  the  first  is  the 
probability  of  finding  employment,  the  second  Is  the  likely  financial  reward  once 
employment  is  obtained,  and  the  third  is  the  net  cost  of  remaining  out  of  the  labor 
force.  With  the  increase  in  the  number  of  industries  covered  by  the  minimum 
wage  (or  union  scale  wages  based  upon  some  mark*^)  of  the  minimum)  changes 
in  the  likely  financial  reward  will  follow  c*ianges  in  the  minimum  wage.  However, 
insofar  a^^  a  minimum  wage  increase  has  e  ployment  effects,  the  probability  of 
-^indinrr|ob  varies  Invei  scly  with  the  terel  of  the  mtntmtim  wage.  TheTfnsT  element, 
the  net  cost  of  non-par Uc;pat ion  varies  directly  with  eligibility  and  bericfits  associated 
with  various  transfer  payment  systems.  For  certain  groups,  e.g.,  teenagers,  the 
number  of  individuals  eligible  for  unemployment  compensation  was  very  smaU. 

Traditional  participation  studies  have  sought  to  determine  the  effect  of  minimum 

wage  changes  upon  Job  search  and  rates  of  participation.  An  excellent  example 

cited  above  is  the  study  by  Mincer.  Virtually  all  studies  in  the  past  have  utilized 

quarterly  labor  force  figures.  The  use  of  monthly  data  provides  an  important 

new  result.  When  conditioned  upon  time  and  adult  male  unemployment  (as  proxies 

for  increases  in  benefit  payments  available  to  non^artlcipants  and  the  likelihood 

of  obtaining  employment)  the  participation  of  white  teenagers  was  inversely  proportioned 

to  the  ratio  of  minimum  to  average  manufacturing  wages.  The  wage  ratio  was 

used  to  calculate  the  economic  reward  of  Job  location.  Conceptually,  the  relevant 

attractiveness  of  the  reward  is  the  wage  of  the  likely  Job  deflated  by  the  return 

of  the  average  Job.  Thus,  participants  who  see  a  fall  in  the  ratio  of  the  minimum 

wage  to  the  average  manuacutrii^  wage  realize  that  the  real  return  or  reward 

of  employment  has  fallen.  The  fact  that  white  teenagers  leave  the  labor  force 

AS  the  economic  reward  rises  indicates  that  the  job  location  effect  Is  stronger 

than  the  economic  reward  effect.  That  is,  this  group  perceives  a  net  decrease 

in  Its  labor  market  position  when  the  minimum  wage  Increases.  The  direct  result 

is  that  the  effect  of  the  minimum  wage  on  unemployment  In  this  group  Is  the 

sum  of  a  negative  employment  Impact  and  a  positive  participation  impact.  Statistical 

investigation  of  the  relationship  between  unemployment  and  lat>or  market  variables, 

which  included  the  minimum  wage,  support  this  result.  The  relationship  between 

unemployment  and  the  minimum  wage  is  ambiguous. 


17 


172 


However,  cmong  non~white  teenagers  en  interestir^  result  appears.  Whereas 
a  14  percent  increase  in  the  wage  ratio  reduces  white  teenager  participation  by 
I  percent,  a  simple  5  percent  Increase  in  the  wage  ratio  leads  to  a  1  percent  increase 
In  non-white  teenage  particlpatir  %  CUarly,  non-white  teenagers  view  the  economic 
reward  component  as  a  stronger  nf  lucnce  than  the  job  location  probability.  Thii 
result  Is  very  robust;  remaining  when  lags  in  liming  and  response,  changes  in 
population  growths,  and  elimination  of  trend  components  in  the  variables  are  made. 
Thus,  for  reasons  of  economic  need  or  differential  non-participation  costSi  non- 
white  teenagers  suffer  a  double  blow  from  unemployment  induced  by  the  minimum 
wage. 

Job  opportunities  are  reduced  and  increasing  numbers  enter  the  labor  force.  A 
strong  inference  is  that  the  minimum  wage  systematically  effects  non-white  teenagers 
djsadvantageously  relative  to  white  teenagers. 


This  '-esull  is  reinforced  by  an  analysis  of  the  relation  between  unemploymtnt 
among  non-white  teens  and  the  minimum  wage.  Here,  a  virtually  identical  result 
is  obtained.  A  five  percent  increase  in  the  ratio  of  minimum  to  average  wages 
produces  a  one  percent  increa'"'  in  the  unemployment  rate.  This  result  and  that 
of  the  unemployment  of  mini    im  wages  on  whites  are  noteworthy  in  another 
context  as  well.  In  both  case    the  behavior  of  unemploymtnt  with  respect  to 
the  minimum  wage  was  correctly  predicted  using  analyses  of  the  employment 
and  participation  effects.  Those  who  have  tended  to  dismiss  statistical  arguments 
and  evidence  on  the  adverse  character  of  the  minimum  wage  have  found  traditional 
comfort  in  the  poor  relationship  between  unemployment  and  the  minimum  wage. 
However,  this  study  indicates  quite  clearly  that,  by  looking  at  the  determinants 
of  unemployment,  there  exists  clear  evidence,  not  only  of  the  advers*»  im^jct, 
but  also  of  the  reasons  for  seemingly  ambivalent  results. 

On  balance,  the  employment  related  effects  of  the  minimum  wage  in  the  restaurant 
industry  are  conclusively  negative.  Insofar  as  the  food  service  industry  provides 
the  bulk  of  teenage  employment  opportunlies,  increases  in  the  minimum  wage 
eliminate  opportunity  and  systematically  exacerbate  the  long-standing  problem 
o'  non-white  teenage  unemployment. 

V.       WAGE  AND  PRICE  EFFECTS 

For  workers  who  retain  iheir  employment  status,  increases  m  the  minimum  wage 
will  produce  wage-related  effects  on  their  compensation.  Workers  currently  paid 
the  minimum  wage  will  receive  i  direct  increase  in  their  wage  and  woj'kers  near 
the  minimum  will  receive  more  as  employers  endeavor  to  maintain  relevant  pay 
differentials.  This  second  effect,  termed  emulation  in  the  literature,  also  works 
lo  increase  the  wages  of  other  union  and  non-union  workers  whose  wage*  are  related 
or  ties  in  any  way  lo  ihe  minimum  wage.  This  set  of  wege-relaled  impacts  has 
direct  consequences  for  wage  and  price  inflation. 
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One  caveat  fi  important.  In  the  treatment  that  follows  the  term  inflation  refers 
to  the  process  of  continual  increases  in  the  general  level  of  wages  and  prices.  In 
this  respect,  a  once  and  for  all  increase  in  the  price  of  a  product  or  the  wage  of  a 
particular  group  of  laborers  is  not  inflation  Inflation  is  a  dynamic  process  which 
requires  changes  in  many  prices  and  wages  period  after  period.  However  even  though 
a  particular  price  or  wage  increase  is  not  inflation,  that  same  change  can  be  inflationary 
if  it  1)  is  part  of  a  broader  increase  in  prices  or  wages,  2)  alters  the  expectations 
pf  consumers,  workers,  or  business  about  the  level  of  future  prices  and  wages,  or 
3)  has  feedback  effects  on  the  prices  or  wages  in  related  commodities  or  employment. 
Thus,  minimum  wage  increases  can  be  inflationary  if  1)  they  occur  at  a  time  of  generally 
rising  wages,  2)  they  ure  passed  through  to  consumers  in  a  period  of  rising  prices, 
or  3)  they  have  signif'  :ant  emulation  or  feedback  effects  on  the  wages  of  other  workers. 

Estimates  of  the  impact  of  minimum  wage  changes  on  aggregate  wage  inflation  obtained 
from  quarterly  data  are  adequately  summarized  inGramlich*5  study.  Updating  his 
work  does  not  alter  the  relative  impacts  of  various  explanatory  factors  significantly. 
However,  two  relevant  questions  remain.  Does  the  impact  of  the  minimum  wage 
relative  to  other  factors  change  if  we  restrict  our  attention  to  wage  inflation  in  the 
restaurant  industry?  Does  the  use  of  monthly  data  on  major  economic  variables  alter 
previous  conclusions?  The  first  question  is  clearly  germane  to  our  discussion  and 
should  offer  evidence  on  the  thesis  that  data  disaggregation  clarifies  the  nature  of 
legislative  impacts.  The  second  question  directs  attention  to  the  timing  as  well  as 
the  magnitude  of  minimum  wage  Impacts.  Just  as  the  trained  scientist  uses  more 
powerful  microscopes  to  study  sub-visual  phenomena,  so  too  should  the  policy  analyst 
investigate  the  timing  of  economic  phenomena  using  more  frequently  gathered  data. 
For  example,  if  the  entire  change  in  total  employment  associated  with  an  increase 
in  wages  occurred  within  a  particular  quarter,  by  studying  quarterly  data,  we  would 
have  nc  ability  to  infer  whether  the  change  occurred  uniformly  or  unevenly  across 
the  three  months.  The  use  of  monthly  data  to  study  industry-specific  minimum  wage 
impacts  is  an  explicit  recognition  that  most  changes  in  compensation,  employment, 
and  prices  occur  quite  rapidly. 

The  other  major  determinant  of  total  employee  compensation  is  the  number  of  hours 
worked*  Leaving  aside  questions  of  productivity  for  the  time  being,  changes  in  the 
unit  cost  of  labor  can  and  do  cause  two  changes  In  the  production  process.  In  the 
long  TU'\,  lat>or  saving  capital  or  operating  arrangements  are  employed.  The  example 
of  the  self-serve  restaurant  and  growth  in  the  salad  bar  concept  serve  to  illustrate 
long  run  changes  in  capital  or  operating  poh'cy  designed  to  economize  on  labor.  Moreover^ 
in  the  short  run,  firms  faced  with  labor  cost  increases  economize  on  its  employment 
by  altering  the  mix  or  responsibilities  of  full  vs.  part-time  employees,  reducing  set* 
up  or  knock-down  time,  or  increasing  average  worker  productivity  by  slowing  new 
hiring  or  increasing  the  tasks  assigned  to  each  employee. 

Statistically,  we  would  expect  that  average  weekly  hours  of  restaurant  employees 
should  f^ary  with  the  volume  of  real  output,  the  level  of  the  minimum  wage,  and  the 
level  of  worker  productivity.  Without  a  measure  of  monthly  productivity,  a  time 
trend  was  used  to  proxy  trends  in  worker  productivity. 
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The  results  clearly  indicate  the  negative  trend  in  worker  productivity  and  the  adverse 
impact  of  minimum  wage  changes  on  the  hours  of  restaurant  employees.  Using  a 
distritMJted  lag  specification  to  infer  timing  u  well  as  magnitude^  real  output  changes 
in  the  current  and  previous  quarter  app;>ar  to  have  the  greatest  impact.  Over  a  six 
month  horizon,  a  14  percent  change  in  roal  output  will  induce  a  1  percent  change  in 
average  weekly  hours.  Over  a  three  month  horizon,  the  same  1  percent  change  in 
average  weekly  hours  is  occasioned  by  a  5  percent  change  in  real  output.  This  fact 
Is  in  accordance  with  traditional  reasoning  that  labor  is  a  variable  factor  whose  employment 
can  be  used  in  the  short  run  to  bridge  between  changes  in  the  levels  of  other  factors 
of  production. 

The  impact  of  changes  in  the  CPI-deflated  minimum  wage  has  similarly  dramatic 
implications  for  average  weekly  hours.  The  major  adjustment  appears  to  occur  by 
the  third  month  following  the  change  in  the  wage.  Peak  periods  of  adjustment  occur 
in  the  concurrent  month  and  five  months  following  the  change.  This  last  period  appears 
to  be  a  reflection  of  the  typical  January  timing  of  increases  and  employment  decisions 
made  during  sciiool  vacation  periods.  The  magnitude  of  monthly  adjustments  indicates 
that  a  7  percent  change  in  the  minimum  wage  will  produce  a  1  percent  change  (in 
the  opposite  direction)  in  average  weekly  hours.  The  statistical  evidence  clearly 
indicates  that  employers  economize  on  the  use  of  labor  through  varying  the  degree 
as  well  as  the  level  of  employment.  Thus,  an  increase  in  minimum  wages  does  not 
pass  directly  to  low-wage  workers.  By  altering  the  structure  of  hours,  restaurants 
can  and  do  avoid  a  portion  of  cost  increases  mandated  in  minimum  wage  legislation, 
t 

The  remaining  portion  of  the  cost  increase  can  be  either  absorbed  into  profit  margins 
or  passed  through  to  restaurant  patrons.  In  theory,  changes  in  unit  labor  costs,  average 
weekly  hours,  or  the  number  of  laborers  can  all  lead  to  cost  increases  or  decreases 
when  the  minimum  wage  changes.  By  inclu(?ing  variations  in  hours  and  enployment 
in  the  explanation  of  food  service  prices,  we  avoid  the  criticism  that  compensating 
changes  in  iabor  use  fully  offset  the  impact  of  minimum  wage  changes  on  the  price 
index  for  food  away  from  home.  Indeed,  the  statistical  re:»ults  indicate  that  all  variables 
significantly  impact  the  price  index.  The  peak  impact  usually  occurs  between  two 
and  three  months  following  a  change  in  minimum  wages.  Roughly  speaking,  a  4  percent 
increase  in  minimum  wages  will  produce  a  1  percent  change  in  the  price  index  fo** 
food  away  from  home.  This  impact,  which  takes  changes  in  the  degree  and  level 
of  employment,  is  roughly  twice  as  large  as  the  impact  of  changes  In  the  number 
of  persons  employed  ^bd  seven  times  as  large  as  that  of  changes  in  average  weekly 
hourf. 

On  balance,  the  ipQfict  of  minimum  wage  legislation  on  price-wage  conditions  is 
clearly  adverse.  In  an  environment  where  an  increasing  fraction  of  consumer  meals 
are  being  taken  In  an  away  from  home  context,  the  inflationary  impact  of  a  minimum 
wage  increase  is  enhanced  by  the  "quasi -necessity"  of  restaurant  meals.  The  influence 
upon  consumer  discretionary  income  and  expectations  about  inflation  provides  one 
vehicle  for  the  translation  of  minimum  wage  increases  into  a  full-fledged  cause  of 
inflation.  The  second,  the  direct  and  emulative  impacts  upon  wage  inflation,  is  also 
crucial  in  an  environment  ol  labor  market  tightness,  or  generalized  wage  inflation. 
In  the  short  run,  restauranteurs  can  economize  on  the  use  of  la&or,  but  in  the  long 
run,  as  consumers  shift  preferences  toward  meals  away  from  home,  more  expensive 
capital  or  service  improvements  are  dictated  in  this  increasingly  competitive  market. 
Increases  in  prices  which  follow  ha^e  predictable  consequences  upon  small-scale, 
independent  operations.  As  firms  fail,  the  .market  concentrates  and  the  pressures 
of  competitive  markets  upon  inflation  arc  wci  .oned  further. 
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V!.      THE  MINIMUM  WAGE  AND  BUSINESS  FAILURE 

T>e  unifying  theme  of  the  evidence  presented  thus  ftp  is  that  large  changes  In  the 
level  of  the  minimum  wage  produce  significant  displacements  In  the  restaurant  Industry 
•ndin  the  labor  markets  which  traditionally  supply  restaurant  workers.  Impacts  on 
the  operating  profitability  of  restaurant  facilities  are  difficult  to  establish  given 
the  paucity  of  data  available  In  the  time  seri«s  form.  Some  Information  on  the  fraction 
of  business  costs  attributable  to  employee  compensation  Is  available  (torn  Independent 
surveys,  tse  of  this  data  to  form  models  of  Individual  site  profitability  overlooks 
ttie  obvious  heterogeneity  in  operating  environments  across  Industry  categories. 
UnUl  more  reliable  data  on  the  performance  of  Individual  units  is  obtained,  more 
systematic  Investigation  of  the  direct  Impacts  of  the  minimum  wage  is  precluded. 

If  the  investigaiton  of  financial  implications  of  the  minimum  wage  is  temporarily 
infeasible,  aU  is  not  lost.  Information  about  a  particularly  interesting  subset  of  operating 
restaurants,  namely  those  that  file  for  bankruptcy  is  available.  Any  number  of  potential 
hypotheses  about  the  Impact  of  minimum  wage  legislation  upon  business  failure  might 
be  Investigated.  One  of  particular  saliency  is  that  the  minimum  wage  could  provide 
the  proverbial  straw  to  the  camel's  back  in  times  of  ordinary  duress.  Ordinarily, 
business  failure  will  occur  for  either  of  two  reasons.  First,  Insufficient  revenue  dollar 
volume  to  cover  accounts  payable  for  the  forseeable  future  usually  prompts  bankruptcy 
or  foreclosure.  Second,  short  term  increases  in  operating  costs  create  cash  nee(b 
which  exceed  existing  credit  limits.  Long  term  decisions  to  enter  or  leave  the  IndiBtry 
will  depend  upon  an  expected  long  run  profit  margin.  We  will  disregard  these  business 
decisions  as  they  are  typically  influenced  by  a  multitude  of  qualitative  and  quantitative 
influences. 

To  test  this  hypothesis  a  regression  of  business  failures  upon  the  volume  of  sales, 
time,  and  the  level  of  the  minimum  wage  was  performed.  To  account  for  the  ability 
of  operations  to  postpone  final  filing,  each  variable  was  treated  in  distributed  lag 
form.  As  Intuition  would  suggest,  business  failure  is  closely  related  to  changes  in 
gross  industry  revenues  and  changes  In  the  minimum  wage.  Revenues  produce  their 
greatest  Impact  In  the  current  month  and  In  the  month  five  months  prior  to  failure. 
Minimum  wage  changes  product  their  strongest  effect  between  five  and  six  months 
prior  to  failure.  The  minimum  wage  appears  to  have  twice  the  Impact  of  revenues 
In  the  explanation  of  busfficss  failure.  This  result  supports  the  theory  that  increases 
in  costs  are  the  typical  c^use  of  business  bankruptcy  decisions.  Declines  in  revenues 
can  be  funded  through  ^^rt  run  borrowing,  unless  they  are  prolonged,  but  large  increases 
in  costs  predicate  a  m^y^e  extreme  response. 

There  are,  Nowever,  qualifications  to  Ihis  conclusion.  The  first  is  that  the  statisUcal 
results  are  less  clear  cut  than  might  b*»  desirable.  The  likely  reason  is  that  the  /evenue 
and  cost  effects  should  ha\e  different  magnitude  and  timing.  A  statistical  relationship 
which  combines  the  two  is  I'kcly  to  capture  an  average  effect  which  is  less  directly 
related  to  minimum  wsge  changes.  The  second  major  limitation  related  to  the  fact 
that  business  failures  have  occurred  in  predominantly  smaller,  or  regional,  operations. 
The  use  of  gross  industry  revenues  measures  this  Important  composition  factor  Inadequately. 
Unfortunately,  the  extension  of  this  analysis  to  specific  Industry  segments  Is  not 
possible  with  current  data  limitations.  Further  Investigation  of  cost  magnitudes  it 
limited  by  a  sl-iular  lack  of  data.  There  aie,  however,  rough  conclusions  which  can 
be  assembled  from  available  data. 
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As  regards  ope  ating  costs,  the  chief  short  run  variable  costs  to  the  restaurant  industry 
ire  Itbor  and  food  materials.  Hedging  positions  on  food  purchases  can  smooth  the 
size  of  this  cost  variance.  Additionally,  rising  food  costs  are  typically  a  part  of  an 
overall  inflationary  environment  and  operators  tre  more  able  to  pass  on  these  costs 
without  compensating  customer  count  changes.  Labor  costs  occdsioned  by  economic 
growth  do  not  present  problems,  but  those  which  arise  with  minimum  wage  changes 
can.  Even  with  compensation  in  average  employee  hours,  the  impact  of  short  run 
wage  changes  can  be  profound.  Using  the  estimated  elasticitie*:  of  hours,  employment, 
and  prices  with  respect  to  changes  in  the  minimum  wage,  straightforward  calculation 
yieldb  the  result  that  a  1  percent  increase  in  the  minimum  wage  increases  typical 
labor  costs  .58  percent.  Given  the  .23  percent  increase  in  prices  attending  the  same 
minimum  wage  change,  and  assuming  that  increases  in  prices  do  not  result  In  lower 
customer  counts,  the  net  impact  Is  .35  percent  increase  in  labor  costs  over  and  a*>ove 
those  which  are  covered  by  short  run  price  increases.  The  obvious  impact  upon  operating 
margins  undoubtedly  contnbutes  to  business  failure. 

An  analysis  of  the  simultaneous  impact  of  revenue  changes  and  cost  changes  upon 
business  failure  is  in  accordance  with  economic  expectations.  The  impact^  in  percentage 
terms,  of  cost  increases  is  roughly  twice  that  of  revenue  decreases.  The  timing  of 
the  two  effects  differs  as  well.  Cost  increases  occasioned  by  minimum  wage  legislation 
lend  to  occur  Immediately  (in  the  current  quarter)  or  after  a  four  or  five  month  lag. 
This  lag  typically  arises  from  the  lag  between  legislative  implementation  and  the 
following  summer's  employment  season.  Revenue  shortfalls,  however  appear  to  have 
their  greatest  impact  distributed  evenly  over  a  six-month  interval. 

This  result  is  very  provocative.  One  potential  research  opportunity  is  an  analysis 
of  profitability  across  major  types  of  restaurants.  The  results  above  indicate  that 
fairly  substantial  swings  in  business  viability  can  be  expected  depending  upon 

1)  the  amount  ot  labor  typically  employed 

2)  the  ability  to  compensate  for  wage  increases  by  allermg  ho'irs  or  raising 


3)       the  financial  reserves  of  the  firm  or  chain  in  question. 

Just  as  the  evidence  on  employment  effects  suggested  a  systematic  dr   ♦  ,40us  impact, 
upon  non-while  teenager^,  the  results  presented  above  suggest  that  in.nimum  wage 
legislation  is  less  KarmM  to  the  large,  financially  powerful  restaurant  chain  with 
a  low  service  componojit  in  its  typical  establishment.  From  the  standpoint  of  industrial 
organization,  the  rninj'^ium  wage  works  adversely  in  the  promotion  of  competition 
and  free  enterprise. 


The  major  remaining  question  from  the  standpoint  of  minimum  wage  impacts  is  the 
distribution  of  benefits  to  individual  <^orkers  or  demographic  groups  lypically  employed 
by  the  restaurant  industry.  Time-scries  information  indi^'ates  that  increases  in  the 
minimum  wage  h^ve  clear  employment,  hours,  and  business  failure  impacts.  Time- 
scrics  information  alone,  however,  cannot  provide  the  data  needed  to  mfer  whether^ 
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lh«  benefits  of  higher  wages  reach  those  individuals  who  are  most  in  need.  Here, 
the  use  of  broad  cross-sectional  data  from  the  Current  Population  Survey  is  appropriate. 
The  Survey  is  an  annual  update  performed  by  the  Bureau  of  Census  to  monitor 
economic  and  demographic  shifts  in  the  nation's  population.  Coincidentally,  the 
Survey  also  contains  a  wide  range  of  data  on  labor  force  behavior,  typical  work 
environment,  and  the  Incomes  of  all  family  members. 

A  single  previous  study  of  the  entire  survey  by  Gramlich  revealed  that  roughly 
65  percent  of  all  additional  wages  resulting  from  a  minimum  wage  increase  accrue 
to  househol(fc  earning  more  than  the  median  income  for  all  families.  This  surprisingly 
strong  result  Indicates  that  those  least  able  not  only  bear  the  costs  of  increased 
unemployment,  but  also  derive  less  than  their  share  of  benefits.  Gramlich  concluded 
that  the  total  redistributive  impact  of  minimum  wages  was  inconsequential  at 
*n  aggregate  level. 

Of  particular  impact  in  the  present  case  is  the  question  whether  or  not  the  restaurant 
Industry^  employees  benefit  in  a  redistributive  sense  from  minimum  wage  legislation 
Short  of  promulgations  affecting  the  mix  of  new  employees,  the  redistributive 
Impacts  of  minimum  wage  legislation  will  depend  upon  the  current  composition 
of  Uk  restaurant  worlcforce.  The  relevant  questions  for  consideration  are; 

1)  Who  are  full-time,  and  who  are  part-time  workers?  What  can  we 
say  about  the  income  of  their  household,  their  contribution  to  total 
income,  and  the  number  of  hours  they  typically  work? 

2)  Similarly,  what  can  be  said  about  these  variables  among  workers 
of  d/ferent  ages  in  the  industry? 

3)  What  can  be  said  about  workers  from  different  classes  of  household 


4)  What  can  be  sold  about  the  relationship  of  the  worker  In  question 
to  his/her  family?  Is  the  person  a  head,  spouse  or  child? 

5)  What  can  be  said  about  the  racial  composition  of  restaurant  employees 
and  their  economic  position?  Do  sufficient  benefits  accrue  to  minority 
groups,  who7)ear  the  employment  burden,  to  justify  minimum  wage 
legislation?! 

Other  questions  about  l>»e  dynamic  effects  of  minimum  wage  legislation  such 
as  what  disemployed'vvCrkers  do  in  terms  of  labor  force  participation  require  a 
largescalc  time  serics'ana lysis  of  many  years  of  data  from  the  Survey.  Within 
the  constraints  of  time  and  cost,  several  years  of  the  Survey  were  compared  for 
qualitative  agreement  or  differences.  The  final  results  of  each  analysis  revealed 
little  difference  over  time  in  the  questions  presented  above.  This  increases  the 
evidentiary  valu**  of  the  material  that  follows.  The  supporting  statistics  for  these 
arguments  are  presented  from  the  1976  Current  Population  Survey. 
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In  terms  of  full  and  part-time  employment  for  full  year  workers,  the  restaurani  industry 
employs  roughly  two  full-time  workers  for  each  part-time  worker.  Among  part  year 
workers,  roughly  three  out  of  five  workers  are  employed  on  a  part-time  basis.  Across 
ail  employ  mem  categories,  workers  under  the  age  of  18  are  predominantly  part-time 
and  typically  account  for  less  than  10%  of  tcta^  household  income.  Workers  between 
18  snd  21  are  typically  employed  part-time,  but  their  earnings  are  roughly  one-fifth 
of  total  household  income.  Those  22  and  over  are  typically  full-time  employees 
and  earn  roughly  two-fifths  of  their  household  income  in  the  restaurant  industry. 
Among  sll  age  groups,  40  percent  are  over  29  and  60  percent  are  over  the  age  of 


Looking  across  income,  rather  than  age  groups,  full-time  employees  are  evenly  distributed 

across  four  major  classes.  Part-time  employees  are  heavily  concentrated  among 

the  upper  income  class.  Lower  income  individuals  tend  to  be  employed  on  a  full-time 

basis  evenly  distributed  between  full  year  and  seasonal  employment.  Roughly  60 

percent  of  the  workers  in  the  industry  come  from  families  where  household  income 

is  above  $12,500.  In  these  families,  the  income  of  restaurant  employed  workers  accounted 

for  roughly  20  percent  of  total  household  income.  Among  the  wealthy,  this  figure 

was  16.4  percent.  On  the  other  hand,  among  low  income  families,  approximately 

60  percent  of  household  income  is  attributable  to  the  earnings  of  the  restaurant  worker. 

Twenty-two  percent  of  the  restaurant  industry's  employees  fall  in  this  low  income 

category. 

In  terms  of  hours,  across  age  groups,  there  appears  to  be  little  variation  in  the  number 
of  hours  worked  by  full-year  or  seasonal  part-time  employees.  There  does  appear 
to  be  a  significant  difference  in  the  number  of  hours  worked  in  full  time  positions 
by  full-year  or  seasonal  employees.  This  could  be  an  indication  that  full-time  seasonal 
employment  Is  one  area  where  hours  reduction  is  used  to  offset  the  Impact  of  minimum 
wage  increases.  Similarly,  a  profile  of  hours  In  part-time  employment  varies  directly 
with  age,  the  youngest  typically  working  the  fewest  number  of  hours,  either  full  year 
or  seasonal.  A  similar  trend  is  found  among  full-time  employees.  This  suggests  that 
the  hours  of  younger  workers  are  probibly  a  source  of  cost-reducing  hours  curtailment. 

Again,  across  Income  classes,  hours  tend  to  be  significantly  higher  in  all  income  segments 
for  full  year  as  opposed  to  seasonal  workers.  Simultaneously,  the  number  of  hours 
worked  In  any  particular  employment  category  decreases  as  household  income  rises. 
Whether  or  not  the  causal  relations  between  income,  hours  worked,  and  the  likelihood 
that  a  worker  will  have  hours  curtailed  can  be  determined,  a  strong  case  can  be  made 
that  no  single  determinant  is  likely  to  characterize  an  employee  whose  average  work 
week  might  be}curtailed.  Without  supplemental  data  on  actual  wages  earned  by  these 
workers,  the /results  presented  above  suggest,  but  do  not  prove  that 

1)  Seasonal  workers  bear  the  burden  of  the  hours  curtailment  which  accompanies 
a  minimum  wage  increase 

2)  Young  workers  are  more  likely,  in  any  particular  category,  to  bear  an 
employment  adjustment  burden 

3)  Restaurant  workers  typically  come  from  families  with  higher  household 
incomes.  Thus,  any  adjustment  in  employment  or  wages  received  will 
be  borne  by  these  families. 
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A  second  major  Issue  is  the  racial  composition  of  the  restaurant  workforce.  Approximately 

percent  of  the  workforce  Is  white,  8  percent  is  black,  and  the  remaining  4  percent 
other  non-white  individuals.  Several  interesting  facts  stand  out  from  a  comparison 
of  white  and  black  hours,  incomes,  and  earnings  contributions  across  income  classes 
And  work  eategoriet. 

1)  In  lower  income  categories,  whites  .lave  slightly  greater  average  hours. 
However,  in  upper  income  categories,  black  workers  have  greater  houra. 
In  all  groups  but  the  lowest  income  group,  black  worker's  restaurant 
incomes  arc  a  higher  fraction  of  household  income  than  their  white 
counterparts. 

2)  White  workers  have  higher  average  hours  in  each  employment  segment, 
with  the  exception  of  the  part-time,  seasonal  group. 

3)  White  workers  are  predominantly  upper  income  (60  percent),  while  black 
workers  are  typically  lower  Income  (70  percent). 

4)  White  workers  are  evenly  distributed  between  full-year  and  seasonal 
employment,  black  workers  are  primarily  full-year  employees.  Part- 
time,  full  year  black  employees  earn  a  significantly  larger  fraction 
of  household  income  than  their  white  counterparts. 

5)  Black  workers  in  any  employment  category  have  lower  average  household 
incomes.  However,  across  income  groups,  their  average  household  income 
is  comparable  to  that  of  whites. 

Black  teenagers' earnings  seem  to  be  systematically  larger  fractions  of  total  household 
income  (among  16^7  year  olds,  roughly  twice  as  much).  Other  points  of  intercut  are 
presented  below 

1)  Black  teenagers  have  shorter  hours  in  all  employment  classes  other 
than  part-time,  full  year. 

2)  Black,  18-21  year  olds  typically  work  shorter  hours  In  all  income  classes, 
with  the  exception  of  the  uppermost  income  group. 

3)  Workers  frl>m  the  tame  group  tend  to  come  from  lower  income  groups 
than  the iMvhite  counterparts,  work  longer  hours,  and  contribute  larger 
fraction!  to  household  income. 

The  tentative  conclusion  is  that  lower  income,  black  teenagers 

1)  receive  a  small  fraction  of  the  current  industry  wage  bill, 

2)  work  longer  hours  In  jobs  of  a  part-time  or  seasonal  nature, 

3)  contnbute  a  larger  fraction  to  total  family  income,  and 

4)  come  from  families  at  the  lower  end  of  the  economic  continuum. 
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Consequently,  the  benefits  of  a  minimum  wage  increase  are  likely  to  accrue  to  workers 
who  are  not  in  this  category.  In  light  of  the  labor  force  participation  effects  outlined 
above,  serious  questions  about  the  positive  redistrlbutive  impact  of  the  miniinum 
wage  are  raised. 

The  last  area  for  investigation  Is  the  relation  of  the  worker  to  the  head  of  household. 
If  all  workers  are  chiltk'en  rather  than  household  heads,  the  positive  redistrlbutive 
impact  associated  with  minimum  wage  increases  is  reduced.  In  fact,  over  one-third 
(34  percent)  of  all  workers  are  children  in  their  household,  24  percent  are  working 
wives,  U  percent  are  unrelated  individuals  living  in  a  multi-unit  household,  and  22 
percent  are  household  heads.  As  expected,  heads  are  typically  full-time,  full  year 
employees  and  chilren  are  part-time  employees.  Interestingly  working  wives  fall 
into  the  two  extremes  of  job  status  —  full-time,  full  year  and  part-time,  seasonal. 

In  terms  of  income,  household  heads  are  typically  low  income,  wives  are  middle  to 
upper  income,  and  children  are  upper  Income  household  members.  Household  heads 
contribute  S$  percent  of  the  average  household's  income,  wives  contribute  22  percent, 
and  children  produce  roughly  10  percent  of  household  income.  Unrelated  individuals 
contribute  almost  three-quarters  of  their  household's  Income,  a  figure  inflated  by 
the  number  of  individuals  in  the  lowest  income  class. 

On  the  whole,  restaurant  workers  who  are  household  heads  tend  to  work  longer  hours 
and  contribute  more  to  household  income  than  other  groups  of  family  workers.  The 
large  number  of  children  employed  by  the  indsutry  and  the  number  of  workers  who 
are  wives  reduce  the  redistributive  impact  of  wage  support  programs.  Multiple  earner 
households,  a  sociological  phenomenon  of  the  1970*s,  decrease  the  incremental  Impact 
of  minimum  wage  legislation  even  further. 

Vin.  SUMMARY 

The  sheer  volume  of  statistical  information  summarized  in  this  study  would  preclude 
the  trained  analyst  from  expecting  a  reasonably  uniform  set  of  conclusions.  Within 
the  limits  of  economic  and  business  reasoning  and  the  traditional  practice  of  econometrics, 
however,  several  conclusions  are  suggested  by  this  work 

1)  the  'minimum  wage  clearly  impacts  the  restaurant  industry  in  accordance 
with  J^^e  expectations  of  economic  theory  and  previous  research. 

2)  ip  flfjrlicular,  impacts  on  employment,  average  weekly  hours,  prices, 
<v<fgc  inflation  in  the  relevant  labor  market,  and  business  performance 

ail  indicate  a  clear  negative  impact  to  continued  minimum  wage  increases. 

3)  Rc«;ults  suggested  by  previous  aggregate  studies  are  confirmed  when 
data  are  diseggregatcd  both  by  industry  and  data  frequency. 

4)  Cross-sectional  evidence  reinforces  the  conclusions  of  earltcr  studies. 

The  redistributive  impact  of  minimum  wage  legislation  to  the  economically 
needy  is  quite  small. 

5)  Conclusions  from  cross-sectional  study,  when  considered  in  conjunction 
with  time  series  evidence  on  the  labor  market  impacts  of  minimum 
wage  increases,  support  the  conclusion  that  minimum  wage  legislation 
syslcmaticfilly  costs  non-while,  teenager  workers  and  their  families 
Without  providing  substantial  compensating  benefits. 
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IMPACT  OF  CHANGES  IN  MINIMUM 
WAGE  RATES  ON  AWAY  FROM  HOME  FOOD  COST, 
WAGES  AND  EMPLOYMENT  IN  RESTAURANT  INDUSTRY 

by 

Chase  Econometrics 

Results : 

The  results  indicate  that  a  10%  increase  in  real  wage  rates  re- 
duces the  number  of  forty  man-hour  equivalents  per  unit  by  9.8%.  In 
1980,  the  industry  averaged  10.05  forty  hour  man  equivalents  per 
restaurant.     Therefore,  this  10%  increase  reduces  the  number  of  man 
hour  equivalents  by  .98  per  restaurant. 

There  are  309  thousand  restaurants  in  the  United  States,  there- 
fore, a  10%  increase  in  real  wages  would  reduce  the  number  of  forty 
man  hour  equivalents  in  the  industry  by  303  thousand.     However,  not 
all  increases  in  wage  rates  within  the  industry  can  be  attributed  to 
increases  in  minimum  wages.     This  analysis  indicates  that  wage  rates 
are  influenced  both  by  overall  inflation,  as  measured  by  the  consumer 
price  index,  and  by  increases  in  the  minimum  wage  rate.     A  10%  change 
m  the  minimum  wages,  holding  the  consumer  price  index  constant,  in- 
creases wage  rates  within  the  industry  by  3,6%.    Thus,  a  3.6%  increase 
m  wage  rates,  assuming  constant  inflation,  would  reduce  employment 
in  the  industry  by  112  thousand  forty  man-hour  equivalents. 
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Therefore,  a  10%  increase  m  minimum  wage  rate  reduces  forty 
roan>hour  equivalents  m  the  restaurant  industry  by  112  thousand . 

In  summary,  this  analysis  appears  to  be  much  nore  consistent  with 
the  chani,e8  which  have  occurred  m  the  rectaurant  industry  over  the 
last  decade.    The  following  ma^or  shortcanmgs  of  previous  econometric 
research  have  been  overcome: 

1.  )     The  inability  of  previous  research  to  incorporate 

into  the  analysis  the  impact  of  changes  m  both  the 
number  of  hours  worked  and  ^iber  of  employees. 

2.  )     It  minimizes  the  impact  of  fast-food  restaurant  unit 

expansions  m  the  past  decade  by  developing  the 
analysis  on  a  forty  hour  man  equivalent  per  restaurant 
basis . 


The  impact  of  minimum  wage  rate  on  away  from  home  food  inflation 
IS  still  equal  to  previous  research  m  that  a  4%  increase  m  mm^ur 
wage  increases  food  inflation  by  approximately  i%. 
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home  divided  by  the  overall  consumer  price  index* 


LOG  {WRR58/PCnJS) 


Log  of  the  wage  rate  in  the  restaurant  industry  divided 
by  the  overall  consumer  price. 


LOG  (1/WPIT) 


Log  of  the  inverse  of  the  wholesale  price  index. 


erJc 


187 


JNT 
CMTION 


lU^SHINGTON 
^^PORT 


AugUft29, 19t0 

Volume  23,  Number  32 


NRA  survey  shows  minimum 
wage's  effects  on  restaurants 

According  to  a  recenUy  completed  NRA  study,  tncreases  m 
the  federal  minimum  )vage  this  year  caused  nine  out  of  10 
restaurant  operators  to  mcrease  menu  prices,  seven  out  of  10 
operators  to  cut  back  on  employee  hours  and  f,ve  out  of  10 
operators  to  reduce  the  number  of  employees  m  their  estab- 
lishment 

The  study,  undertaken  by  the  NRA's  Research  Department. 
IS  based  on  504  responses  to  a  minimum  wage  questionnaire 
that  appeared  in  the  June  n,  1980  Wishington  Report  On 
January  1  of  this  year,  the  federal  minimum  wage  went  from 
$2  90anhourto$3  10 an  hour,  an  increase  of  6  9  percent.  At 
the  same  time,  the  maximum  allowable  tip  credit  was  lowered 
from  45  percent  to  40  percent.  The  questionnaire  asked  NRA 
members  what  effect  these  changes  had  on  the.r  operations 
during  the  year. 

Asked  what  they  did  to  accommodate  the  minimum  wage 
increase.  86  percent  of  those  responding  said  they  increased 
menu  prices,  71  percent  said  they  reduced  the  number  of 
employee  hoursand  48 percent  said  they  reduced  the  number 
of  employees.  (See  Chart  I  on  page  3  for  a  more  detailed 
analysis.) 

Asked  what  effect  the  minimum  wage  had  on  their  profits 
this  year,  nearly  three-quarters  (74  percent)  of  the  operators 

(See  imCT$,page  3) 
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Effects  of  minimum  wage 
on  restaurants  surveyed 

(Continued  from  ptge  1) 

who  responded  said  if*^  enpenenced  profit  declines  which 
ih«>  feel  are  annbuubie  to  the  minimuin  wage  increase 
Eighty'SiK  percent  oi  the  operators  participating  tn  the  sur- 


Clufll 

In  order  to  ^commodate  ih«  1980  minimum  wage  increase, 


1f79 

19M 

Keduced  number  of  emoloyc*  hours 

72X 

71% 

Reduced  operating  hours 

22% 

2t% 

Added  seN  service  salad  bars 

^4X 

14% 

Hired  students  at  85%  minimum  wage 

16X 

14% 

inaeased  menu  prKes 

92% 

88% 

Added  tabor  Mvmg  equipment 

28% 

28% 

Reduced  slaN 

46% 

40% 

vey  said  thev  employ  teen*agers  in  th'  ir  establishment  Asked 
If  rtwY  cfranfed  the  numbef  they  employ  as  a  result  of  the 
minimum  wage  increase,  29  percent  said  they  reduced  the 
number  ol  teen-agers  they  employ,  five  percent  said  they 
increased  the  number  and  62  percent  said  the  minimum  wage 

Chart  II 

As  a  result  of  the  minimum  wage  increase,  have  you 

Changed  the  number  ol  teen-agers  you  employf 

197V  1«M 

Increased              S%  S% 

Decreased             32%  29% 

No  change             S7%  62% 

No  answer              6%  4% 


increase  had  not  caused  them  to  change  the  number  ol  teen- 
agers they  employ  (See  Chart  11} 

Eighty-louf  percent  of  the  operators  who  answered  the  1960 
questionnaire  agreed  that  it  was  necessary  to  increase  pavrol) 
(See  MINIMUM.  Rige  7) 


Cliaft  III 

Has  the  reduction  in  the  maximum  allowable  tip  credit 


caused  you  to 

197t 

IfM 

Reduce  hours  worked  lor  tipped 

employees 

30% 

3S% 

Iteduce  the  number  of  tipped 

employees 

17% 

22% 

Reduce  operating  hours 

13% 

14% 

Add  self  service  (salad  bars,  etc  ) 

9% 

10% 

Hire  students  at  85%  ol  the  minimum 

wage 

6% 

7% 

Increase  menu  prKes 

55S 

56% 

Add  labor  saving  equipment 

15% 

1S% 

Impact  of  miniir  jm  wage  increases  on 
the  foodservice  industry 


Pereerttol 

fOOdt«fVKf 

iAduttfy 
operators  that 
reduced  the 
nuinber  ol 
eiDptpyee  hours 
worked 
because  of  the 
minttnum  wage 
ifKrcase 


fercent  of 
foods*  rvtce 
industfy 
operators  ttut 
reduced  the 
staff  because  of 
the  mintwum 
w^e  increase 


Impact  of  reductions  in  tip  credit 
allowance  on  the  foodservice  industry 


I  t9eO  Tip  Credit 
i  decrease 

1979  Tip  Credit 
decrease 


m 

W,', 


iUisedmenu        Reduced  the  Reduced  the 

prices  number  ol  number  o( 

employee  hours  tipped 

worked  employees 
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Minimum  wage  survey  results 


(Continued  from  page  3} 

levels  for  employees  other  than  those  covered  by  the  mini- 
mum wage  as  a  result  of  the  increase.  The  1979  survey  showed 
that  86  percent  of  the  operators  found  it  necessary  to  increase 
payroll  levels  other  than  the  minimum  wage. 

Sixty-seven  percent  of  those  responding  to  the  survey  said 
they  have  tipped  employees  forwhomthcyare  taking  a  credit. 
Asked  how  the  reduction  in  the  maximum  allowable  tip  credit 
affected  their  operation,  S6  percent  said  they  increased  menu 
prices,  35  percent  said  they  reduced  the  number  of  Iiours 
worked  for  tipped  empk>yees  and  22  percent  said  they  re- 
duced the  numtwr  of  tipped  employees.  (See  Chart  III.) 
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Longitudi.nai  Study  of  Young  Americans 

The  following  txpandi  upon  r       «/f  the  «ort  intcrciting 
points  in  the  mary  of  "Pathvaja  to  the  Future:    A  longitudinal 
Study  of  Toung  Aaericane*  by  Nichae?.  e.  Borua,  Joan  E.  Crovley, 
Russell  A.  Kunberger,  Kichard  Santos  and  David  Shapiro  of  the 
Center  for  Buaan  Resource  Researehf  Ohio  8tate  University. 

Chapter  11  concerns  willingness  of  students  to  vork.  when 
asked  whether  they  would  take  each  of  seven  full  ti«e  jobs  at 
three  alternative  wage  rates,  black. youths  ve;e  found  to  be 
significantly  sore  willing  to  accept  private  eaploysent  at  each 
wage  level  than  were  whites.    For  His  panics  results  were  aixed. 

The  three  wage  levels  used  were  $2.50,  $3.50  and  $5.00. 
Among  the  seven  full  tiae  jobs  two  were  in  the  foodservice 
industry:    washing  dishes  and  working  at  a  haaburger  place. 

The  attached  table  shows  that  30.8  percent  of  students  14*21 
years  of  age  said  they  would  work  at  a  haaburger  place  for  $2.50 
an  hour.    Thus,  over  6.5  aillion*  teenagers  attending  school  are 
willing  to  work  at  a  hamburger  place  for  less  than  the  ainiaua 
wage.    Aaong  the  5  private  industry  jobs  cited    working  at  a 
hamburger  place  ranked  second  to  working  at  a  superaarket 
checkout  counter  for  those  willing  to  vork  at  $2.50.  Washing 
dishes  at  $2.50  was  not  as  veil  received  although  21.0  percent  or 
4.4  aillion*  stated  they  would  Uke  a  dish  washing  job  at  $2.50. 

Willingness  to  accept  subainiaua  wages  was  inversely  related 
to  age.    Aaong  14  to  IS  year  olds,  63.9  percent  said  they  would 
work  in  a  haaburger  place  for  $2.50i  however,  the  proportion 
dropped  to  11.1  percent  for  those  20  to  22. 

Proportion  of  students  willing  to  work  at  $2.50  per  hour  by  age. 

Washing  Dishes 

14-15         16-17         lS-19  20-22 
%        42.1  24.2  12.9  8.6 

Work  at  Hamburger  Place 

14-15         16*17         18-19  20-22 
I       63.9  38.0  16.2  11.1 

31'  f  .rst  3l    N  * 
Wa^.'^ttiT  DC  ?nr)Ol 
(2021  638  6100 
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Hillin9n«tt  to  Work  by  EaploTsent  statui  for  thoM  16  to  21. 

ti*)  rP*  proportion  of  capiojcd  youths  willing  to  accept  jobs  at 
Iw    ,  ?•*  »»*»t«nt»«lly  lower  than  Cor  those  unemployed  or  out  of 
tne  lAoor  force. 

Proportion  of  youths  willing  to  vork  at  $2.50  per  hour  by 
Btployaent  status.  ' 

Washing  Dishes 

Employed    Onevployed        Out  of  Labor  Force 
ft  9.0ft  28.4ft  22.0ft 

Work  at  Hajpburqer  Pi  ice 

Employed    unemployed        Out  of  Labor  Force 
ft  14.6ft  35.9ft  30.3% 

Willingness  to  work  by  Education  Status 

The  percent  of  youths  enrolled  in  college  and  of  high  school 
graduates  not  in  school  willing  to  accept  jobs  at  $2.50  was  lower 
than  for  high  school  students  and  dropouts. 

Anong  youths  enrolled  in  high  school,  three  jobs  were  very 
popular  at  $2.50:    working  at  a  checkout  counter  in  a  supermarket 
{49  percent),  working  away  from  home  at  a  national  forest  or  park 
(48  percent)  and  working  at  a  hamburger  place  {48  percent). 

Mean  Wage  Rates 

Service  worker  $3.16    {most  foodservice  included  here) 

All  workers  $3.47 

"It  appears  likely  that  employment  experience  gained  as  a 
student  facilitates  subsequent  success  in  the  labor  market.  To 
the  extent  that  this  is  indeed  the  case,  the  large  racial  gap  in 
employment  ratss  of  young  students  implies  that  minority  youths 
{as  well  as  those  from  low  income  backgrounds)  will  be  at  a 
serious  disadvantage       the  time  they  finish  school.  Programs 
that  would  enable  these  youths  to  more  easily  gain  valuable  work 
experience  could  ...  play  a  key  role  in  reducing  racial 
differences  in  labor  market  success." 

*     There  is  some  confusion  about  the  figures  computed  for  youths 
willing  to  work  at  $2.50.    At  one  place  in  the  preliminary 
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rtport  th€  data  refer  to  tho•^s  enrolled  in  ichool  4ft|iie 
another  paragraph  shovi  the  universe  to  be  all  youth  14  to 
22.    Eatiaates  given  here  are  baaed  on  thoae  enrolled  in 
achool.     In  the  event  that  the  percentages  actually  refer  to 
all  youths,  those  willing  to  work  in  a  hamburger  place  for 
$2.50  actually  number  more  than  10  million  and  those  willing 
to  work  as  dishwashers  total  6.9  siillion. 


cc:    P.  Pinto 
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tull-aa*  jobs  if  off«r«d  in  th«  swMcr. 
If  Ihlnq  D1«>M« 
Milling  to  work  att 


Male 

Peiialc 

Black 

Bispani^, 

White 

Total 

12.50 

13.50  but  not  $2.50 
15.00  but  not  $3.50 
Not  at  $5.00 

21.2% 
19.1% 
21.4% 
38.3% 

20.9% 
20.8% 
20.7% 
37.4% 

33.8% 
23.3% 
19.3% 
23.6% 

24.4% 

22.0% 
18.3% 
35.3% 

18.6% 
19.2% 
21.7% 
40.5% 

21.0% 
1$.9% 
21.2% 
37.9% 

Morkino  in  Pactorv 

Hale 

Peaalc 

Black 

Hispanic 

White 

Total 

$2.50 

$3.50  but  not  $2.50 
$5.00  but  not  $3.50 
Not  at  $5.00 

17.7% 
24.7% 
24.0% 
33.6% 

22.2% 
25.4% 
23.8% 
28.6% 

32.4% 
31.5% 
19.2% 
16.4% 

22.7% 
30.0% 
20.3% 
26.7% 

17.6% 
23.5% 
25.0% 
33.9% 

19.9% 
25.0% 
23.9% 
31.1% 

Work  as  Cleaning  Person 


$2.50 
$3.50  but 
$5.00  but 
Not  at  $5. 


not  $2.50 
not  $3.50 
00 


Hale 

Female 

Black 

Hispanic 

White 

Total 

20.0% 
17.8% 
22.6% 
39.6% 

19.7% 
18.6% 
21.9% 
39.9% 

28.5% 
22.3% 
21.2% 
28.0% 

20.7% 
20.6% 
18.8% 
40.0% 

18.3% 
17.3% 
22.7% 
41.7% 

19.8% 
18.2% 
22.3% 
39.7% 

Checkout  Counter  at  Supermarket 


$2.  SO 

$3.50  but  not  $2.50 
$5.00  but  not  $3.50 
Not  at  $5.00 

Work  at  Hawburoer  Place 


$2.  SO 

$3.50  but  not  $2.50 
$5.00  but  not  $3.50 
Not  at  $5.00 


Hale 

Female 

Black 

Hispanic 

White 

Total 

37.9% 
30.4% 
15.9% 
15.8% 

29.0% 
22.1% 
18.4% 
30.5% 

45.2% 
28.5% 
14.1% 
12.2% 

36.4% 
29.8% 
15.3% 
18.5% 

31.2% 
25.6% 
17.9% 
25.4% 

33.4% 
26.3% 
17.2% 
23.1% 

Hale 

Female 

Black 

Hispanic 

White 

Total 

32.7% 
22.0% 
15.4% 
30.04 

29.0% 
19.9% 
16.4% 
34.7% 

44.3% 

25.3% 
13.?% 
17.2% 

32.6% 
25.1% 
13.6% 
28.7% 

28.4% 
19.9% 
16.5% 
35.2% 

30.8% 
21.0% 
15.9% 
32.3% 
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Cleaning  up  Wcighborhoads 


Male 

Fenale 

Black 

Hispanic 

White 

Total 

$2.50 

$3.50  but  not 
$5.00  but  not 
Rot  at  $5.00 

$2.50 
$3.50 

20.7% 
18.3% 
20.4% 
40.6% 

24.3% 
19.3% 
21.8% 
34.6% 

22.8% 
21.1% 
22.7% 
33.5% 

18.3% 
18.5% 
20.9% 
42.3% 

22.8% 
18.4% 
20.8% 

37.9% 

22.5% 
18.8% 
21.1% 
37.6% 

Away  in  Park  or  National 

Forest 

Male 

Female 

Black 

Hispanic 

Khite 

Total 

$2.50 

$3.50  but  not 
$5.00  but  not 
Not  at  $5.00 

$2.  SO 
$3.50 

35.4% 
17.3% 
16.3% 
31.0% 

40.4% 
18.4% 
20.3% 
20.9% 

29.8% 
19.0% 
20.9% 
30.3% 

29.6% 
16.7% 
18.3% 
35. U 

39.9^ 
17.8% 
17.9% 
24.5% 

37.9% 
17.9% 
18.3% 
26.0% 
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April  1,  1981, 


The  Honorable  Don  Ni-Kles 


United  States  Senate 
Washington,  D.C.  20510 

Dear  Senator: 

Thank  you  again  for  ihviting  the  National  Restaurant 
Association  to  appear  before  the  Senate  Labor  Subcommittee 
on  the  youth  opportunity  proposals. 

In  the  course  of  the  hearing,  you  asked  me  for  figures 
on  minimum  wage  coverage  in  the  restaurant  industry.  I 
attacn  herewith  the  most  current  figures  available.  While 
these  figures  show  that  only  36%  of  eating  and  drinking 
places  are  covered  by  the  federal  minimum  wage,  those  covered 
establishments  employ  73%  of  all  eating  and  drinking  place 
workers. 

If  you  need  other  information,  please  let  me  know.  Thank 
you  again  for  your  courtesy. 


R£B:ab 


Enclosure 


cc:  Susan  Mills 


WnlMngfOn  DC  IJOOi 


Sincerely, 


Executive  Vice  President 
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^'INI^"J^1  WA3E  CCVEPA3E  STATUS  OF  EATING 

 AND  d?i?;ki\'g  places 


New  data  from  a  IQ'^S  Bureau  of  Labor  Statistics  Wage  rist»-i- 
butlon  Survej  describe  the  nuTber  of  establlshne^its  and  e^Dlovees 
In  FLSA  covered  and  noncovered  eating  and  drinking  olaces  Th« 
data  ar^  sumrarl zed  as  follows: 

  286,000  eating  and  drinking  places  are  enumerated  of 

which  103,000  or  3b  percent  are  covered  by  the  Federal 
niininum  wage, 

  113,000  units  have  tlcped  encloyees  of  which  50,000  or 

i*^  Dercent  are  covered. 

  262,000  estabilshrents  have  nontlcoed  employees,  38  Des- 
cent or  100,000  of  which  are  covered. 

  While  onlv  36  percent  of  eating  and  drinking  places  are 

covered  by  the  Federal  minimum  wage,  2,833,000  or  7^  per^ 
cent  cf  all  eatlrg  and  drinking  place  emoloyees  work  Ir 
covered  units. 

  Tipoej  eatlnr  and  drinking  place  employees  nunber  1,050,000 

of  wnlch  759,000  or  72  Percent  work  In  covered  establish- 
ments . 

 The  figures  confirm  the  dominance  of  eating  and  di  Inking 

Dlaces  among  all  Industries  where  tipped  employees  are 
concerned.     50,000  covered  eating  and  drinking  places 
have  tipoed  emoloyees  while  onlv  16,000  service  establish- 
ments have  tipped  employees. 

A  look  at  N'arch  1070  figures  from  "Cash  Wages  and  the  Value 
oi  Tips  of  Tipped  Employees  In  Eating  and  Drinking  Places  and  Hotels 
and  Motels",  a  Labor  Department  studv,  lends  persDectlve  to  the 
coverage  question.     These  figures  Indicate  that  coverage  in  our 
Industry  Is  expanding  dramatically. 

 As  of  ^larch  1Q70,  20,370  eating  and  drinking  places  were 

covered  by  the  Federal  minimum.     In  only  eight  years,  the 
number  of  covered  establishments  Increased  by  5  times  to 
103,000  in  1978. 

  The  number  of  eating  and  drinking  place  employees  covered 

by  the  Federal  minimum  more  than  tripled  from  860,201  to 
2,833,000  in  1978, 
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Dislrihnlion  of  Rrl  n  I  ati-l  Scrv  j  ce  fj  mi.  jinJUo)l<'rs 
b>  FLSA  Coverjgc  SlUus,  197h 


Sector 

tstohils 

hm«*nts 

Wort'fr^ 

Total 

f  Covered 

Incji  Covered 

lolol  1 

It  tt-vt 

tiiou^' 

ttious 

(row 

percent  in 

parenthesis) 

(ro*.-  percciil  in  parenthesis) 

nCL  d 11  1 rauc 

(excJ'ide  eat- 

ing and 

803 

7427 

10 '^'J 

drinking 

(100) 

(55) 

(lOu) 

(88) 

(12) 

places } 

Eating 

286 

103 

1  hU 

drinking 

(100) 

(36) 

(64) 

(  5  00  ) 

(73) 

(27) 

places 

Tipped 

m 

50 

63 

2-1] 

(100} 

(5t)) 

(lOU) 

(72) 

(26) 

Non 

Tipped 

111 

lO 

u : 

207<; 

(100) 

(JS) 

(62) 

(74j 

(2b) 

Services  ' 

706 

537 

94R7 

2ni 

(lOOJ 

(87) 

(43) 

(lOU) 

(82) 

(16J 

Tipped 

If* 

in 

2</i 

(100) 

(35) 

(65) 

(  JOO) 

('Vj) 

(31) 

Noil 

Tipped 

122S 

7014 

] I <^ 

(100) 

(36) 

(42) 

(H'O) 

Source*    U    S    Department  of  Libor,  BIS,  Wagr  OisLnfujUou  %\\x\\\ ^  ''^^S 
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Senator  Nickles.  Our  fourth  and  final  panel  Will  be  Dr.  Oster- 
man,  who  is  professor  of  economics  at  Boston  University.  We  also 
have  Robert  Gallione,  who  is  from  the  legislative  committee  of  the 
National  Association  of  Student  Employment  Administrators; 
Frank  Viggiano,  who  is  executive  director  of  the  U.S.  Student 
Association;  and  William  Grinker,  who  is  president  of  the  Manpow- 
er Demonstration  Research  Corp. 

Are  you  Mr.  Grinker? 

Mr.  OsTERMAN.  I  am  Osterman. 

Senator  Nickles.  You  are  Osterman. 

Is  Mr.  Grinker  here? 

[No  response.] 

Senator  Nickles.  Would  you  do  me  the  kind  favor  of  identifying 
yourselves  one  more  time? 
Mr.  Viggiano.  Frank  Viggiano. 

Senator  Nickles.  Are  you  the  U.S.  Student  Association? 
Mr.  Viggiano.  U.S.  Student  Association. 
Senator  Nickles.  OK. 

Mr.  PiTTMAN.  Curtis  Pittman;  I  am  with  the  National  Third 
World  Student  Coalition. 
Senator  Nickles.  The  national  what? 

Mr.  Pittman.  Third  World  Student  Coalition;  it  is  an  affiliate  of 
the  U.S.  Student  Association. 
Sen       ^  'KLES.  And  your  name  again? 
Mr.  Pittman.  Curtis  Pittman. 
Senator  Nickles.  OK. 

Mr.  Galuone.  Robert  Gallione;  I  am  chairman  of  the  legislative 
committee  of  the  National  Association  of  Student  Employment  Ad- 
ministrators. 

Mr.  Osterman.  Paul  Osterman;  I  am  professor  of  economics  at 
Boston  University. 

Senator  Nickles.  Paul,  if  you  would  start,  I  have  not  read  your 
statement.  I  have  read  the  balance  of  the  statements.  But  if  you 
would  proceed  and  if  all  of  us  could  move  very  quickly,  I  am 
supposed  to  be  at  a  12:80  meeting. 

STATEMENT  OF  PAIL  OSTERMAN,  PROFESSOR  OF  ECONOMICS, 
BOSTON  UNIVERSITY;  ROBERT  GALLIONE.  CHAIRMAN,  LEGIS- 
LATIVE COMMITTEE,  NATIONAL  ASSOCIATION  OF  STUDENT 
EMPLOYMENT  ADMINISTRATORS;  AND  FRANK  X.  VIGGIANO, 
EXECUTIVE  DIRECTOR,  U.S.  STUDENT  ASSOCIATION,  ACCOM- 
PANIED BY  CURTIS  L.  PITTMAN,  DIRECTOR,  NATIONAL 
THIRD  WORLD  STUDENT  COALITION,  A  PANEL 

Dr.  Osterman.  Thank  you,  Senator.  I  will  summarize  my  state- 
ment quite  briefly.  I  want  to  make  simply  six  or  seven  points. 

First,  I  want  to  make  the  point  that  most  youth  unemployment 
that  we  observe  today  and  that  we  h'^ve  historically  observed  is  not 
the  consequence  of  the  minimum  wage.  Most  youth  unemployment 
results  rather  from  both  the  unstable  behavior  of  youth  themselves 
as  well  as  the  reluctance  of  firms  to  make  considerable  investments 
in  training  to  hire  such  an  unstable  group. 

As  you  have  heard,  the  unemployment  rates  and  the  employ- 
ment rates  of  white  teenagers  have  not  worsened  over  the  postwar 
period.  All  of  the  change  in  the  unemployment  rate  and  employ- 
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ment  situation  of  youth  has  occurred  with  respec;  to  minority 
youth.  No  responsible  labor  economist,  to  my  knowledge,  has  ever 
alleged  that  most  of  the  decline  m  black  teenage  employment  is 
due  to  the  minimum  wage.  The  true  causes  are  discrimination, 
poor  schooling,  and  competition  from  adult  women  and  white 
youth. 

For  example,  one  of  the  authors  earlier  cited  by  Senator  Hatch, 
an  author  who  is  basically  hostile  to  the  minimum  wage  and  sup- 
ports a  differential,  argued  that  had  the  amendments  not 
p  ^^ed,  the  black  teenage  unemployment  rate  would  be  30  percent 
instead  of  33  percent.  While  not  trivial,  that  hardly  goes  to  the 
heart  of  the  employment  problem  facing  black  teenagers. 

Second,  I  want  to  argue  that  any  additional  employment  created 
by  the  subminimum  wage  for  youth  will  not  reduce  the  unemploy. 
ment  rate  for  teenagers  The  reason  additional  employment  will 
not  reduce  the  unemployment  rate  is  because  more  teenagers  will 
flow  into  the  labor  market  as  more  jobs  become  available.  In  par- 
ticular, many  teenagers  will  drop  out  of  school.  There  is  an  unam- 
biguous relationship  between  the  number  of  jobs  available  for 
youth  and  school  dropout  rates.  And  a  subminimum  wage  would,  in 
my  judgment,  definitely  increase  high  school  dropout  rates. 

Third,  I  want  to  make  the  point  that  displacement  is  a  signifi- 
cant issue  First,  as  you  have  heard,  70  percent  of  all  minimum 
wage  workers  are  adults.  Of  that  group,  70  percent  are  adult 
women.  No  Federal  agency  could  effectively  monitor  or  prevent 
displacement,  first  because  displacement  will  occur  largely  not  via 
firing  of  adults  who  are  already  employed,  but  rather  by  reducing 
the  rate  at  which  they  are  hired;  second,  because  much  of  the 
effect  will  occur  in  small  businesses  which  are  simply  outside  the 
reach  of  any  Federal  agency. 

Displacement  is  significant.  As  you  would  hear  were  Mr.  Grinker 
here,  in  a  controlled  experiment  when  firms  were  offered  a  100- 
percent  wage  subsidy  for  youth  only  18  percent  of  the  firms  accept- 
ed; that  is  to  say,  the  number  of  new  jobs  which  a  subminimum 
would  create  is  relatively  small. 

On  the  other  hand,  the  employment  effect— that  is  to  say,  the 
number  of  jobs  going  to  youth  themselves— is  larger.  The  difference 
is  the  displacement  effect,  and  that  effect  is  substantial. 

Fourth,  I  want  to  make  the  point  that  firms  which  are  sensitive 
to  the  minimum  wage  and  might  hire  additional  youth  as  a  result 
of  it  are  not  firms  which  offer  training,  long-range  career  opportu- 
nities, or  substantial  opportunities  for  growth.  They  tend  to  be, 
instead,  low-wage,  dead-end  employers. 

Now,  I  am  not  critical  of  low-wage,  dead-end  employers;  I  think 
low-wage,  dead-end  employers  such  as  fast  food  operations  have  a 
role  to  play  in  the  economy.  But  it  is  important  to  understand  that 
these  are  not  career  jobs. 

We  have  heard  from  several  employers  that  they  would  like  to 
hire  youth  at  a  subminimum  wage  and  rapidly  promote  them  up. 
Were  they  to  do  so,  however,  and  really  make  those  into  career 
jobs,  the  small  differential  involved  in  the  subminimum  would 
hardly  be  a  deciding  edge. 

Senator  Nickles.  We  need  to  scoot  on. 

Dr.  OsTERMAN.  Two  more  points. 
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Senator  Nickles.  I  will  ask  you  a  question  and  give  you  a  chance 
to  finish  your  point.  Let  me  move  on,  though. 
[The  prepared  statement  of  Dr.  Osterman  follows:] 
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March  2A,  1981 


Summary  of  Testimony  by 
Professor  Paul  Osterman 


(1)  .    The  mlnimura  wage  is  not  responsible  for  high  youth  unemployment  rates. 

High  youth  unenploynent  is  built  into  the  labor  market  by 
the  unstable  behavior  of  youth,  the  reluctance  of  firms  which  provide 
steady  employment  to  hire  them,  and  the  school  to  work  transition. 
Despite  increases  in  the  minimum  wage  the  unemployment  rates  of  white 
youth,  corrected  for  the  business  cycle,  have  remained  stable  in  the 
postwar  period.    The  crucial  problem  is  the  unemployment  rates  of 
minority  youth.    No  responsible  economist  has  suggested  that  these 

astronomical  rates  are  caused  by  the  rainiiaum  wage.    The  explanation 
lies  in  growing  job  competition  from  groups  such  as  adult  women,  illegal 

aliens,  and  vhite  youth;  the  poor  quality  of  inner  city  schools;  and 
racial  discrimination. 

(2)  .    While  it  Is  true  that  a  redu  "ion  in  the  minimum  wage  for  youth  would 

create  some  new  employment  opportunities  for  youth  that  effect  is 
small.    A  2SZ  reduction  in  the  ninimum  wage  would  at  most  increase  the 
number  of  job  slots  available  to  youth  by  2.SX.     Even  this  estimate  is 
subject  to  considerable  uncertainty. 


*  Professor  Osterraan  teaches  at  Boston  University,  is  the  author  of 
Cpttlng  Start..d-  The  Youth  tabgr^Markej^.  '"Cambridge:    MIT  Press) 
1980,  and  has  consulted  for  the  National  Commission  jt\  Employment 
Policy,  The  Minimum  Wage  Study  Commission,  the  Vice  President's 
Task  Force  on  Youth  Employment,  and  the  Department  ff  Labor. 
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(3)  .    These  new  jobs  would  not  appreciably  reduce  youth  unemployroent  rates. 

This  is  because  more  vouth  would  tnter  the  labor  market  in  response 
to  the  new  jobs.    Most  seriously »  school  dropout  rates  would  certainly 
rise  since  there  is  a  widely  accepted  and  up^Tbigaous  relationship 
between  youth  job  availability  and  school  leaving. 

(4)  .    Most  of  the  additional  jobs  for  youtli  created  by  the  dual  nunimum 

wage  wo'jld  not  be  net  additions  to  the  number  of  jobs  in  the  econony . 
Rather,  the  lower  price  of  youth  labor  would  induce  firms  to  layoff 
(or  dimlnsh  hiring)  adult  workers  and  replace  them  wUh  youth.  The 
group  nost  vulnerable  would  be  adult  wcnien:     roughly  70%  of  all 
njinimuni  wage  earners  are  adults  (the  rcnaining  30%  are  youth)  and  of 
the  adu'ts  70'i  are  w^nu-n.     No  nonitonng  scheme  can  prevent  the  sub- 
stitution of  youth  for  .  .jlts,  both  because  nuch  of  the  effect  would 
come  via  reduced  hiring — rather  than  outright  firing — of  adults  and 
because  rjuch  of  it  will  occur  in  sr^ll  businosscs  unich  no  federal 
agency  can  effectively  r'onitor. 

(5)  »    The  rew  jobs  which  youth  will  p.et  uould  not  pro*  ide  valuable  job 

experience  or  training.  T\\ey  are  low  uage  dcatJ  jnd  ecploynent  with 
little  trainanc  or  advance  r.cnt  opportuTities .  Youth  are  better  off 
staying  in  school  or  returnin;*  to  it. 
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(6)  .    A  lower  rainimum  wage  is  a  blunt  policy  instrument.  Whatever  new 

jobs  are  created  are  more  likely  to  go  to  the  best  connected  upper 
income  youth  than  to  those  most  in  need. 

(7)  .    Federal  policy  designed  to  alleviate  youth  employmenr  is  better 

directed  to  inproving  and  expanding  CLTA  youth  programs,  upgrading 
the  quality  of  inner  city  schools,  and  encouraging  private  sector 
employers  to  hire  minority  youth.    The  policies  would  go  to  the 
source  of  the  problem  and  would  be  efficiently  tarpetted. 
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Senator  Nickles.  Robert  Gallione  from  the  National  Association 
of  Student  Employment  Administrators. 
Mr.  Galuone.  That  is  correct. 

Senator  Nickles.  Is  that  a  nationwide  group  of  administrators 
that  employ  students? 

Mr.  Galuone.  Administrators  that  have  responsibility  for  em- 
ployment programs,  whether  it  be  placement,  cooperative  educa- 
tion, or  work-study. 

I  think  it  might  be  appropriate  to  convey  to  you  a  short  story 
before  I  begin  my  testimony.  When  I  was  a  young  boy,  I  wanted  to 
buy  a  bicycle  and  I  approached  my  dad  and  he  said,  "You  ought  to 
get  a  job/'  So,  I  did  get  a  job;  I  got  a  job  as  a  paperboy.  My  work 
from  that  job  generated  more  than  the  minimum  wage. 

Well,  now  I  am  in  a  situation  where  my  son  has  approached  me 
and  he  wants  a  bicycle.  Well,  he  started  a  job  this  summer  as  a 
paperboy  and  he  worked  out  the  amount  of  money  he  makes  per 
hour  the  other  day,  and  I  did  this  with  him.  It  comes  to  $3.50  an 
hour.  Well,  last  night  I  spoke  with  him  and  I  said,  "You  know,  I 
am  going  to  Washington  tomorrow  and  we  are  hearing  testimony 
on  the  issue  of  minimum  wage.  Do  you  know  that  your  average 
wage  is  above  the  minimum  wage?"  I  said,  "How  would  you  feel,  if 
all  of  a  sudden,  your  wage  was  reduced  from  that  to  $2.50  an  hour 
or  $2.85  an  hour?"  He  said  he  did  not  think  that  would  be  appro- 
priate; he  went  beyond  that. 

I  think  this  point  is  very  important.  I  said,  "What  happens  if 
older  people  are  working  side  by  side  with  youth  workers  and  they 
are  automatically  paid  15  to  25  percent  less  than  what  the  other 
person  is  making?"  He  said,  "I  do  not  think  they  would  want  to  do 
the  same  amount  of  work." 

The  point  of  my  telling  this  story  is  that  I  think  this  minimum 
wage  developed  a  negative  work  attitude  at  a  time  when  maybe  we 
should  be  addressing  the  youth  unemployment  problem  by  develop- 
ing a  positive  work  attitude  and  positive  work  experiences. 

Well,  I  have  submitted  testimony;  I  guess,  for  the  benefit  of  the 
committee,  it  will  be  included  in  the  minutes.  Really,  I  just  want  to 
touch  on  a  few  points. 

Of  major  concern  to  our  association  is  the  potential  impact  that 
this  legislation  would  have  in  reducing  the  earning  potential  of 
students  who  do  have  a  responsibility  of  bringing  a  certain  amount 
of  self-help  into  their  financial  aid  situation  at  the  college. 

I  did  use  the  example  of  a  possibility  of  a  typical  student  vsrho  is 
paid  $2.51  an  hour  under  S.  348  having  a  reduction  of  $350  in  his 
summer  earnings  if  he  were  to  be  paid  at  the  minimum  rate  under 
that  bill.  I  think  this,  combined  with  the  fact  that  tuitions  are 
going  to  be  increasing  anywhere  from  8  to  10  percent  next  year— 
this,  combined  with  the  fact  that  financial  aid  programs  are  going 
to  be  somewhat  reduced,  is  just  too  much  for  some  students  to 
absorb.  And  I  think  we  might  find  that  a  good  number  of  these 
students  might  not  be  exercising  the  option  of  going  to  school. 

It  is  the  feeling  of  our  organization  that  any  student  that  wants 
to  attend  school  and  wants  to  help  himself  should  be  given  that 
opportunity. 

What  I  would  like  to  conclude  with  saying  is  that  the  issue  of 
displacement  is  of  concern  to  me  personally.  I  think  that  if  one  job 
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for  a  minority  group  member,  a  woman,  or  an  older  person  is  lost 
as  a  result  of  this  legislation,  it  is  one  job  too  many. 

Finally,  I  would  like  to  say  that  one"  of  the  bills  here  provides  for 
the  student  being  required  to  go  to  his  school  and  having  a  certifi- 
cate filled  out  that  he  is  a  full-time  student  and  that  he  is  an 
eligible  youth  worker.  Then  he  takes  this  to  the  employer  and  then 
^'he  employer  signs  off  on  it. 

I  think  what  you  are  doing  is  creating  another  layer  of  bureauc- 
racy that  the  student  who  is  beginning  work  for  the  first  time  will 
have  to  experience.  It  just  is  not  a  good  situation. 

[The  prepared  statement  of  Mr.  Gallione  follows:] 
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NATIONAL  ASSOCIATION  OF  STUDENT  EMPLOYMENT  ADMINISTRATORS 
TESTIMONY  SUBMITTED  TO  THE 
SENATE  COMMITTEE  ON  LABOR  AND  HUMAN  RESOURCES 
SUBCOMMIHEE  ON  LABOR 


Thank  you  for  giving  us  the  opportunity  to  testify  this 

MORNING. 

The  National  Association  of  Student  Employment  Administra- 
tors BELIEVES  THAT  FULL-TIME  STUDENTS  SHOULD  NOT  BE  SUBJECT  TO 
A  SUB-MINIMUM  WAGE  FOR  ANY  PERIOD  OF  TIME.     WiTH  THE  PROPOSED 
CUTS  IN  THE  VARIOUS  COLLEGE  FINANCIAL  AID  PROGRAMS.  IT  APPEARS 
PARTICULARLY  INAPPROPRIATE  TO  ENACT  UCGISLATION  WHICH  WILL  RE- 
duce the  earning  potential  of  students  by  25  percent. 

Much  has  been  said  about  tuition  increases  at  colleges  and 
UNivtft<?iTiES.   An  article  in  the  New  Ysm  Times  of  February  19th 

IS  JUST  ONE  EXAMPLE.     TuiTION  INCREASES  OF  $800  TO  $1200  ARE 
EXPECTED  THROUGHOUT  THE  NATION,  AND  SELF-HELP  THRESHOLDS  OF 
STUDENTS  WILL  BE  INCREASED.     ThIS  SELF-HELP  CONSISTS  OF  OUTSIDE 
EMPLOYMENT,  WoRK-StuDY^  LOANS  AND  CONTRIBUTIONS  FROM  SAVINGS. 

At  some  private  institutions,  students  can  have  a  self-help 

REQUIREMENT  IN  EXCESS  OF  $3,500.     How  CAN  WE  EXPECT  STUDENTS 
TO  NOW  CONTRIBUTE  MORE  TOWARD  EDUCATIONAL  COSTS  WHEN  THEIR 
HOURLY  SALARY  WILL  BE  REDUCED? 

At  present,  there  are  no  plans  to  increase  the  MINIMUM 
WAGE,  AND  THIS  REDUCES  EARNING  POTENTIAL  WHEN  ONE  CONSIDERS 
INFLATION  RATES  AND  INCREASES  IN  COLLEGE  TUITIONS.     ThE  MINIMUM 
WAGE  WHICH  WENT  INTO  EFFECT  AT  $.25  PER  HOUR  IN  1938  WAS  RAISED 
rOR  THE  ::TH  time  ON  JANUARY  1,  1981,  TO  $3.35  PER  HOUR.  BUT, 
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AFTER  ADJUSTMENTS  FOR  INFLATION^   IT  HAS  ONLY  DOUBLED  IN  VALUE. 
AND  today's  minimum  WAGE  IS  WORTH  NO  MORE  THAN  T'/E  1963  MINIMUM 

of  $1.25  per  hour. 

The  propose^  sub-minimum  wage  of  $2.51  would  mean  a  reduc- 
tion OF  $353  IN  summer  earnings  for  a  typical  college  student. 
Students  currently  are  beset  with  financial  obstacles  and  the 

ALREADY  DECREASED  VALUE  OF  A  STATIONARY  MINIMUM  WAGE  IN  THE  FACE 
OF  INFLATION.     Is  IT  WISE  TO  FURTHER  EXACERBATE  THIS  SITUATION 

by  requiring  morp  hours  of  work  for  less  pay? 

Our  central  mission  in  this  testimony  is  to  request  that 

THIS  committee  SERIOUSLY  CONSIDER  WHETHER  ADDITIONAL  EMPLOYMENT 
OPPORTUNITIES  WILL  BE  CREATED  BY  LOWERING  THE  MINIMUM  WAGE  FOR 
TEENAGERS  AND  FULL-TIME  STUDENTS.     DOES  THIS  COMMITTEE  HAVE 
STRONG  EVIDENCE  AND  DATA  THAT  THIS  LEGISLATION  WILL  ACCOMPLISH 

the  intended  results? 

The  National  Association  of  Student  Employment  Administra- 

TOKS  HAS  RECENTLY  CONDUCTED  A  TELEPHONE  SURVEY  IN  FIVE  MAJOR 
METROPOLITAN  AREAS  OF  THE  COUNTRY.     CONTACTS  WERE  MADE  WITH 
RETAIL  DEPARTMENT  STORES.  HOTELS.  BANKS.  LIBRARIES.  AND  FAST- 
FOOD  RESTAURANTS.     ThE  RESULTS  INDICATED  THAT  A  SUo-MINIMUM  WAGE 
WOULD  CREATE  FEW  ADDITIONAL  JOBS,     ThERE  IS  SOME  LIKELIHOOD. 
HOWEVER.  THAT  THIS  LEGISLATION  MIGHT  ACTUALLY  INCREASE  PROFITS 
FOR  BUSINESS  AND  CAUSE  A  LOSS  OF  INCOME  FOR  STUDENTS. 

It  is  our  feeling  a  youth  wage  differential  is  discrimina- 
tory AND  IS  A  BAD  PRECEDENT  TO  SET  FOR  OTHER  SEGMENTS  OF  THE 
LABOR  FORCE.     ThERE  IS  THE  POTENTIAL  THIS  LEGISLATION  MAY  CAUSE 
THE  DISPLACEMENT  OF  OTHER  YOUTH  EMPLOYEES.  MINORITY  GROUPS  AND 
WOMEN.     WaGL  rates  SHOULD  BE  BASED  ON  THE  JOB  RESPONSIBILITIES 
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AND  NOT  ON  THE  CHARACTERISTICS  OF  THE  PEOPLE  WHO  FILL  THEM.  As 

young  people  enter  the  work  forcc^  they  should  not  be  given  the 
feeling  of  "second  class"  worker  status. 

We  recognize  everyone  has  been  asked  to  assist  the  current 
administration  in  dealing  with  the  problems  of  inflation.  as 
we  work  toward  this  goal>  please  bear  in  mind  that  teenagers  and 
students  are  the  victims/  and  not  the  cause/  of  inflation, 

This  issue  is  one  of  great  importance  to  our  Association. 
Thank  you  for  your  timE/  Mr.  Chairman^  and  for  giving  us  this 
opportunity  to  express  our  views. 
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St  lator  NiCKLES.  Thank  you  very  much. 
Frank? 

Mr.  ViGGiANO.  Thank  you.  Mr.  Chairman. 

We  would  like  to  thank  you  for  this  opportunity  to  allow  our 
organization  to  address  the  subcommittee.  USSA  is  a  result  of  a 
merger  of  the  U.S.  National  Student  Association  and  the  National 
Student  Lobby,  and  in  the  past  both  of  our  parent  organizations 
have  strongly  opposed  any  type  of  subminimum  wage  legislation 
for  students  or  youth. 

Recently,  USSA  was  instrumental  in  persuading  Congress  to  in- 
clude section  443(bKlKD)  in  the  Higher  Education  Reauthorization 
Act  of  1980,  which  prohibited  the  payment  of  subminimum  wages 
to  students  on  the  college  work -study  program.  We  believe  that  this 
small  investment  in  the  students  of  our  country  has  allowed  many 
thousands  of  people  to  continue  their  schooling  while  avoiding 
borrovvring  from  Federal  loan  programs.  Paying  students  a  decent 
wage  is  a  strong  incentive  for  them  to  pay  a  larger  percentage  of 
their  educational  expenses  while  they  are  still  students. 

We  believe  that  to  single  out  full-time  students  in  particular, 
who,  in  the  past,  were  subject  to  subminimum  wages,  would  be  a 
mistake.  Representative  James  O'Hara  from  Michigan,  in  a  state- 
ment to  the  Subcommittee  on  Labor  Standards  on  Thursday,  April 
1,  1976,  stated,  ^ 

In  my  judgment  and  based  on  all  the  evidence  available,  submmimum  wage  levels 
are  not  the  best  way  to  approach  the  problem  of  youth  employment  Moreover,  I  am 
convmced  that  such  a  submmimum  wage  policy  is  clearly  contrary  to  the  spirit,  if 
not  the  letter,  of  other  laws  concerning  equal  pay  for  equal  or  comparable  work 

Senate  bill  348  is  of  particular  concern  to  USSA.  With  college 
tuitions  rising  an  average  of  11  to  14  percent  and  the  effort  to  limit 
student  aid  programs  and  loan  programs,  students  will  be  faced 
with  the  possibility  of  either  not  returning  to  school  or  reducing 
their  status  to  part-time  students. 

The  bill's  equirement  that  full-time  students  "present  to  the 
employer  a  letter  from  the  institution  in  which  the  college  student 
is  enrolled'*  seems  to  be  a  bureaucratic  nightmare  for  colleges, 
could  encourage  students  to  hide  their  full-time  status,  or  even 
reduce  their  status  to  part-time  to  avoid  being  paid  a  lesser  wage. 

Although  this  bill  will  not  affect  the  college  work-study  program 
directly,  we  believe  it  will  be  a  step  in  the  opposite  direction  that 
Congre-^s  made  in  passing  at  least  a  minimum  wage  for  students  on 
this  program. 

Both  bills  would  also  allow  the  payment  of  a  subminimum  wage 
for  a  period  of  180  days  which,  in  our  opinion,  would  discriminate 
against  many  young  people  who,  because  of  academic  schedules, 
work  only  seasonally  or  sporadically  during  the  year. 

Another  problem  is  that  many  full-time  students  are  not  in  the 
18-  to  22-year  age  bracket  as  in  the  past.  The  median  age  for 
college  students  now  is  inching  its  way  through  the  mid-20's.  The 
fastest  growing  sector  of  students  is  now  women  over  35,  many  of 
whom  have  dependents  and  can  ill  afford  to  have  a  large  cut  in 
pay.  Many  of  these  people  are  heads  of  households  and  would  be 
forced  to  drastically  reduce  their  course  loads. 

In  previous  years,  the  use  of  a  full-time  student  subminimum 
wage  has  met  with  little  success.  Much  of  the  increased  employ- 


er|c 


210 


ment  following  enactment  of  a  full-time  student  subminimum  wage 
was  the  result  of  the  expansion  of  the  college  work-study  program 
on  campus,  not  as  much  the  result  of  the  effects  of  the  student 
subminimum  wage  policy. 

Senator  Nickles.  Could  I  interrupt  and  ask  both  of  the  last 
persons,  Frank  and  Robert,  a  question.  Both  of  you  have  been 
addressing  primarily  S.  348,  which  talks  about  the  25-  or  iS-percent 
reduction.  What  is  your  thinking  on  the  exemption  for  16-  and  17- 
year-olds? 

Mr.  ViGGiANO.  Mr.  Chairman,  Mr.  Pittman  will  be  addressing 

thp*  *n  his  part  of  the  statement,  but  I  think  generally  

ator  Nickles.  Well,  your  5  minutes  are  up  and  we  need  to  go. 
Do  you  favor  the  exemption  or  are  you  opposed  to  that,  also? 

Mr.  ViGGiANO.  We  are  opposed  to  that,  also. 

Senator  Nickles.  You  are  opposed  to  that,  also.  Are  you  opposed 
to  it  as  much  as  you  are  opposed  to  the  other  bill? 

Mr.  ViGGiANO.  Equally. 

Senator  Nickles.  Equally  opposed. 

Mr.  Gallione.  Yes,  I  have  to  agree.  I  think  that  would  be  coun- 
terproductive too.  What  we  have  here  is  that  students  are  really 
the  victims  of  inflation,  not  the  cause  of  it. 

Senator  \ickles.  Let  me  ask  you  another  question.  Do  you  think 
that  16-  and  17-year-olds  can  provide  services  equal  to  those  of  the 
19-  and  20-year-olds? 

Mr,  Gallione.  Again,  from  personal  experience,  at  16  years  old  I 
was  a  busboy  at  a  country  club,  and  I  carried  all  those  trays  out  to 
all  those  waitresses.  My  work  was  paid  at  $1.60  an  hour.  Believe 
me,  I  earned  that  $1.60  an  hour,  plus  some. 

Senator  Nickles.  I  worked  for  $1.60  an  hour  too,  so  that  rings  a 
bell.  I  can  also  remember  when  I  was  going  through  school,  and 
consequently,  I  am  very,  very  concerned  about  school  and  students 
and  their  ability  to  make  ends  meet.  Your  son  is  to  be  commended 
for  making  the  minimum  wage  delivering  papers;  he  is  throwing 
quite  a  few  papers. 

But  I  also  am  concerned  about  a  lot  of  people  being  priced  out  of 
the  market.  We  talk  about  people  that  are  in  the  market,  and  then 
we  talk  about  people  that  do  not  even  have  the  door  open  to  them. 

Mr.  Gallione.  Sir,  could  I  comment  on  that?  I  do  not  think 
anybody  should  be  hired  for  a  job  if  they  are  not  earning  the  wage, 
and  that  is  the  problem  that  is  occurring  here.  You  are  creating  a 
second-class  worker  status;  '^because  you  are  16  years  old,  we 
should  be  paying  you  less  than  $3.35  an  hour."  I  think  that  is  the 
wrong  way  to  approach  this,  and  I  think  that  if  a  student  is 
working  side  by  side  with  another  person  who  is  making  the  mini- 
mum wage  and  might  be  head  of  a  household,  they  should  be 
expected  to  contribute  the  same  way  in  that  job.  Salary  should  be 
based  on  responsibilities,  not  on  the  characteristics  of  the  people 
who  fill  them. 

Senator  Nickles.  It  should  be  based  on  economic  value  and  pro- 
ductivity. 

I  will  give  you  one  other  chance,  as  I  told  you  I  would,  but  be 
very  quick. 

Dr.  OsTERMAN.  Thank  you.  Senator.  I  just  want  to  make  two 
brief  points.  First,  the  minimum  wage  is  a  blunt  instrument  with 
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which  to  help  youth  because  to  the  extent  that  new  jobs  are  cre- 
ated, they  are  most  likely  to  go  to  the  best  connected,  best  educat- 
ed, largely  upper  income  youth. 

Second,  the  CETA  training  programs  which  I  have  observed— 
and  I  have  engaged  in  careful  evaluations  of  youth  programs- 
have,  among  other  things,  provided  home  care  for  the  elderly, 
housing  rehabilitation,  day  care,  teachers'  aides,  rehabilitation  of 
parks,  and  a  variety  of  other  useful  community  services.  I  do  think 
that  those  programs  represent  the  best  direction  for  youth  policies. 

Senator  Nickles.  OK,  I  appreciate  it. 

Mr.  Pittman,  do  you  have  just  a  brief  comment?  If  you  have  a 
statement,  we  will  allow  that  to  be  entered  into  the  record. 

Mr.  Pittman.  All  right.  I  do  not  want  to  take  up  much  of  your 
time.  I  will  not  read  the  statement,  but  for  the  record  we  would 
like  to  let  you  know  that  our  coalition,  the  Third  World  Student 
Coalition,  is  also  against  all  three  subminimum  wage  bills. 

Senator  Nickles.  They  are  opposed  to  all  three? 

Mr.  PfTTMAN.  Opposed,  yes.  Also,  I  am  a  student;  I  go  to  South- 
ern University  in  Baton  Rouge,  La.  As  far  as  the  majority  of  the 
students  are  concerned,  with  the  tuition  increases  and  the  possibil- 
ity o*"  this  $750  self-help  thing  coming  up  in  the  summertime,  we  do 
not  teel  that  we  will  be  making  the  $750  during  the  summer  in 
order  to  get  our  federal  EGG  grant  awards  in  the  fall.  That  is  one 
reason  why  we  are  against  the  subminimum  wage. 

Also,  from  a  black  perspective,  when  we  go  to  work,  we  will  be 
fighting  or  arguing  against  our  fathers,  who  happen  to  be  the 
household  heads  in  our  families.  To  pit  us  against  our  fathers— I 
think  that  is  going  to  cause  some  kind  of  trouble  here  in  the 
family. 

Senator  Nickles.  Well,  gentlemen,  we  appreciate  your  interest 
and  your  testimony  and  your  input  in  this  regard.  This  is  the  only 
statement  I  did  not  read  last  night,  but  we  do  appreciate  it. 

(The  joint  prepared  statement  of  Mr.  Viggiano  and  Mr.  Pittman 
follows:] 
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Mr.  Chairman,  meabers  of  the  Sub- Commit tee,     I  would  like  to 
thank  you  for  this  opportunity  to  address  the  Sub-Committe o 
on  this  impoi^^int  subject.    My  name  is  Frank  Vigsiano  and  I  am 
Executive  Director  of  the  United  States  Student  Association, 
which  represents  approximately  3.5  million  students  through 
their  duly  elected  student  governments  and  state  student  associa- 
tions.     Accompanying  me  is  Curtis  Pittman,  Director  of  the  National 
Third  World  Student  Coalition,  a  National  affiliate  of  the  U.S. 
Student  Association, 

U.S.S.A  is  the  result  of  the  merger  of  the  U.  S.  National  Student 
Association  and  the  National  Student  Lobby  in  1978,  Previouslv 
both  of  our  parent  organizations  have  strongly  opposed  any  type  of 
"sub-minimum"  wage  for  either  -jtudents  or  youth.    Recently  USSA 
was  instrumental  in  persuading  Congress  to  include  Sec.  443(b) (1)(D) 
in  the  Higher  Education  Reauthorization  Act  of  1980  which  Prohibited 
the  payment  of  sub-minimum  wages  to  students  on  the  College  Work 
Study  Program.     We  believe  that  this  small  investment  in  the  student* 
of  this  country  will  allow  many  thousands  of  people  to  continue 
their  schooling  while  avoiding  borrowing  from  federal  loan  programs. 
Paying  students  a  decent  wage  is  a  strong  incentive  for  them  to 
pay  a  larger  percentage  of  their  educational  expenses  while  they 
are  still  students. 

We  believe  that  to  single  out  full  time  students,    who  in  the  past 
were  subject  to  sub-minimum  wages,    would  be  a  mistake.  Representative 
James  G.  O'Hara  (D,MI),  m  a  statement  to  the  Sub-Committee  on  Labor 
standards,  ho  se  Education  and  Labor  Committee,  on  Thursday,  April  1,  1976 
stated: 
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"...in  my  judgcmen.  and  based  on  all  of  the  evidence 
available,  sub-minimum  wage  levels  are  not  the  best 
way  to  approach  the  problem  of  youth  unemployment... 
Moreover,    I  am  convinced  that  such  sub-miniraum  wage 
policies  are  clearly  contrary    to  the  spirit  -  - 
if  not  letter       of  other  laws  concerning  equal  pay 
for  equal  or  comparable  work." 

Senate  Bill  348  is  of  particular  concern  to  USSA.    With  college 
tuition  rising  by  an  average  of  11  to  141  this  year,  and  the 
effort  to  limit  student  aid  and  loan  programs,  students  will  be 
faced  with  the  possibility  of  either  not  returning  to  school  or 
reducing  their  status  to  that  of  a  part-time  student.    The  bill's 
requirement  that  full  time  students. .  ."present  to  the  employer  a 
letter  from  the  institution  at  which  the  student  is  enrolled.,." 
seems  to  be  a  bureaucratic  nightmare  for  colleges,    could  encourage 
students  to  hide  their  full-time  status  or  even  reduce  their  status 
to  part-time  to  avoid  being  paid  a  lesser  wage.    Although  this  bill 
will  not  affect  the  College  Work  Study  Program  directly,  we  believe 
It  would  be  a  step  in  the  opposite  direction  that  Congress  made 
in  passing  at  least  a  minimum  wage  for  students  on  this  program. 
Both  bills  would  also  allow  the  payment  of  this  sub-minimum  wage 
for  a  period  of  180  days  which  in  our  opinion,  would  discriminate 
against  roany  young  people  who,    because  of  academic  schedules, 
work  only  seasonally  or  sporadically  during  the  year. 

Another  problem  is  that  many  full-time  students  are  not  in  the 
18  -  22  year  old  age  bracket  as  in  the  past.  The  median  age  of 
college  students  now  is  inching  its  way    through  the  mid- twenties. 
The  fastest  growing  sector  of  students  is  now    women  over  35,  many 
of  whom  have  dependents,  and  who  can  ill  afford  to  have  a  large 
cut  in  pay.  Many  of  these  people  are  heads  of  households  and  would 
be  forced  to  drastically  reduce  their  course  loads. 
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In  previous  years,    the  use  of  a  full-time  student  sub-minimum 
wage  has  met  with  little  success.  Much  of  the  increased  employment 
following  the  enactment  of  a  full  time  student    sub-mjnimum  wage 
was  the  result  of  the  expansion  of  the  College  Work  Study  Program 
on  campus,  and  not  as  much  the  result  of  the  effects    of  the  student 
sub-minimum  wage  policy. 

As  a  student  in  Pennsylvania,    l  attended  an  independent  college. 
Being  the  eldest  of  eleven  children,    my  parents  could  not  afford  to 
contribute  much  to  my  education,     I  was  fortunate  to  |.et  a  job 
that  paid  significantly  above  the  rainimumwage  and  was  able  to 
pay  all  my  educational  and  living  expenses,     I  di    not  need  to  apply 
for  any  grants  or  loans  and  felt  I  made  a  contributic:  to  society 
through  the  taxes  I  paid, 

I  would  now  like  to  turn  the  rest  of  our  time  over  to  Curtis  Pittman, 


Mr,  Chairman,  Members  of  the  Sub-Committee,    my  name  is  Curtis 
Pittman,  and  I  am  Director  of  the  National  Third  World  Student 
Coalition,    an  affiliate  of  the  U.  S.  Student  Association.  I 
represent  minority  students  who  attend  institutions  of  higher  educa- 


tion. 


Today,     the  United  States  is  the  only  industrial  nation  that  does 
noi  apply  its  minimum  wage  legislation  to  all  low  wapf  employees. 
While  it  IS  true  that  Congress  has   expanded  coverage  to  include 
more  workers,    there  are  still  many  who  aie  paid  belo^  minimum 
wage.  For  example,     students  at  independent  colleges  can  be  paid 
a  sub-minimum  wage  if  their  college  obtains  an  exemption  from  the 
Department  of  Labor. 
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I  am  particularly  concerned  with  the  potential  effect  Senate 
Bill  6S8    would  have  on  youth.  The  free  market  approach  of  this  bill 
would  subject  young  people  under  18  years  of  age  to  drastic 
fluctuations  in  wages  and  would  linit  young  peoples'  right  to  a 
decent  wage  for  their  work.     These  proposals,  S.348  and  S,430«  also 
raise  important  concerns  about  the  direct  competition  between  young 
and  older  workers.      Many  older  workers  who  are  already  being  paid 
povetly  level  wages,  risk  being  displaced  by  younger  workers.  Many 
of  these  displaced  workers  will  be  Black,  Hispanic,  and  members  of 
other  minority  groups  who  in  many  cases  will  be  heads  of  households. 
The  displacement  of  these  individuals  could  force  many  older  workers 
on  to  public  assistance  rolls. 

Another  basic  problem,  in  my  opinion,     is  that  these  proposals  are  purely 
discrimination  based  on  age.  If  young  people  are  paid    75  or  851  of 
the  minimum  wage,      they  will  more  than  likely  do  75  or  851  of  a  job. 
The  morale  factor  is  very  important  for  young  people.  It  thev  know 
they  are  getting  paid  less  for  the  same  work,  they  will  more  than 
likely  take  less  pride  in  themselves  and  in  their  work.    A  more  positive 
solution  Right  be  to  offer  tax  incentives  to  small  businesses  who 
employ  young  people  and/or  students.    This  would  result  in  more 
payroll  taxes  paid  to  the  government,    more  real  wages  for  the  youth 
and/or  students,  and  a  reward  to  employers  who  hi^e  these  young 
people . 

The  concept  of  a  youth  and/or  student  sub-minimum  wage  at  first  glance, 
may  seem  to  be  a  good  strategy  to  inc. ease  the  employment  of  young 
people.  However,  it  is  necessary  to  consider  what  it  would  mean  in  the 
long  run.  Would  it  mean  that  any  group  with  a  history  of  high 
unemployment  rates    be  given  a  separate  minimum  wage  to  encourage 
employers  to  hire  them?    What  about  the  causes  of  their  high  unemploy- 
ment rates,  such  as  discrimination       Should  these  figures  be  dealt 
with  by  accommodating  those  who  wish  to  discriminate  and  allow  further 
discrimination  in  pay  levels?    Could  it  be  argued  by  lowering  all  wages, 
so  employment  or  employment  levels  would  not  increase  but  simply  be 
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Maintained'  For  example,    now  that  Chrysler  workers  have  taken  a  pay 
cut,  should  Ford  and  G.M.  workers  also  take  a  pay  cut? 

In  many  central  cities  unemployment  rates  for  minority  youth  are 
between  40  and  50%.     If  a  sub-ainimuiD  wage  is  enacted,  many 
prospective  young    workers  might  simply  stop  looking  for  work. 
The  rising-  costs  of  transportation,  for    example,  could  make  it 
too  costly  to  work.    The  young  workers  will  give  up  looking  for 
work  and  will  no  longer  be  counted  in  the  unemployment  statistics. 
This  will  cause  an  artificial  drop  in  the  unemplo>Tnent  rate  for 
these  young  people.    Youth  and  minorities  are  already  the  "last 
hire  and  first  fired",  but  to  pit  these  two  needy  groups  against 
each  other  for  meager  resources  would  be  a  disservice  to  society. 
A  person  currently  being  paid  minimum  wage  makes  about  $6,600.  If  they 
are  the  head  of  a  household  family  of  four,  they  would  need  to 
make  over  $7,400  to  bs  above  the  poverty  level. 

The  Fair  Labor  Standards  Act  itas  originally  proposed  in  order  to 
eliminate  wage  discrimination  so  that  working  people  could  earn 
a  decent  living  while  avoiding  group  discrimination.  Imposition 
of  a  sub-minimum  wage  on  youth,  especially  those  young  people  for 
whom  employment  is  an  economic  reality  in  order  to  continue  education, 
or  merely  survive,  would  deny  a  right  that  has  already  been  affirmed. 
A  youth  differential  would  defeat  the  purpose  of  the  Fair  Labor 
Standards  Act,  and  would  encourage  tad  perpetuate  the  conditions 
which  the  act  was  intended  to  alleviate. 
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Senator  Nickles,  For  the  public's  information,  tomorrow  we  will 
have  a  second  day  of  testimony  from  a  variety  of  people  of  diverse 
backgrounds  and  diverse  opinions  on  this  controversial  issue. 

Thank  you  very  much, 

[Whereupon,  at  1  p,m.,  the  subcommittee  was  adjourned,  to  re- 
convene af  9:30  a,m„  Wednesday,  March  25,  1981,] 


YOUTH  OPPORTUNITY  WAGE  ACT  OF  1981 


WEDNESDAY,  MARCH  25,  1981 

U.S.  Senate, 
Subcommittee  on  Labor, 
Committee  on  Labor  and  Human  Resources, 
T,.       .  Washington.  D  C. 

^OQO  T^"i       o'"^^         PUf^uant  to  notice,  at  9:37  a.m.,  in  room 
4232,  Dirksen  Senate  Office  Building,  Senator  Don  Nickles  (chT 
man  of  the  subcommittee)  presiding 
Present:  Senators  Nickles,  Hatch,  Williams,  Quayle,  Kennedy 

Staff  present:  Richard  C.  Lawson  and  Charles  T  Carroll  maior 
ity  counsels;  and  Charlene  M.  Abshire,  executive  assistant 

benator  Nickles.  Good  morning.  Today,  we  will  begin  our  second 
day  of  testimony  on  various  proposals  which  would  alter  the  mini- 
mum wage  primarily  for  the  benefit  of  young  employed  workers. 
Yesterday,  we  received  testimony  from  a  variety  of  people  from 
sides  of  the  argument  who  discussed  the  pros  and  cons  of  the 
youth  differential  and  also  of  exempting  young  people  from  he 
minimum  wage  Those  persons  in  favor  spbke  particular ly  of  the 
increased  job  opportunities  which  would  ojen  up  for  young  Sople 
who  are  presently  priced  out  of  the  job  market  because  8f  the 
minimum  wage.  i«;v.auoc  ui  me 

Th<»e  in  opposition  said  that  the  high  cost  of  living  and  the  need 
for  a  base  to  provide  a  minimum  standard  of  living  were  important 
points  to  consider.  They  also  mentioned  strong  con^rn  that  exit- 
ing persons  in  the  job  markets  would  find  that  their%bs  would  i 
disp  aced  by  the  younger  workers.  Some  even  suggested  raising  the 
minimum  wage,    believe  that  if  we  do  consider  raising  hTm  n' 

r-?irT;T^'i  '^°"^'^-^'"^^r  ^"^  argument  can  and  should  be 
made  for  totally  eliminating  the  minimum  wage  altogether 

bome  have  indicated  a  desire  to  give  various  proposals  further 
study  and  analysis.  I  personally  believe  that  this  sEbjec?  h  J  re- 
ceived an  abundance  of  bureaucratic  analysis,  all  of  which  has 

Jf  ^.''^''^  L^f  ^lu^  is  iniportant  not  so  much  for  this  committee, 
not  so  much  for  the  administration,  not  so  much  for  the  various 
companies  that  might  be  involved,  but  it  is  important  for  the  young 
people.  It  IS  important  for  the  young  people  who  cannot  find  a  job 
yp""^te'-s  who  are  finding  the  doors  of  opportu- 
nity  suddenly  closed,  and  closed  because  of  an  arbitrary  miSimum 
"^^^  P'^''^'^  °"  ^^^"^      the  Federal  Government 

We  had  a  lot  of  testimony  yesterday  from  various  people  con- 
cerning their  philosophy  of  the  economy.  Yesterday,  I  read  an 
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Whfi^'h!"*^  ^  ^f"  ^"'Pi^arize  two  paragraphs  from  Henry  Hazlitt. 

S  when^'lL^f '"'""^  ^*!f  '"i"™"'"  .^ge.  he  said,  for  example, 
that  when  laws  are  passed,  no  one  will  be  paid  less  than  $134 
which  IS  he  present  minimum  wage  for  a  40-hour  week  first 
thing  that  happens  is  that  no  one  worth  less  than  ^34  a  week  to 
the  employer  will  be  employed: 

offlrh^m  ^-^'■thm.^e^?o^'J^^^Plf'H'"  '"^T'      -"^^mg  ,t  .llegal  for  anyone  to 

-h^AiJ!:::i^jzz'':^^^^^^  ^  amount 

commun>t.v  of  even  the  moderate  "servfcer  ha  h  "  'capab^^  of''  ennntTrbrlef 
for  a  low  wage,  you  substitute  unemployment  renaering  in  brief, 

Dr  Henrv  Hazlitt 

Comments  have  been  made  about  a  recent  lack  of  business  snn 
port  for  this  proposal  by  the  chamber  of  commence  and  o  hers  We 
have  a  letter  from  the  Chamber  of  Commerce  that  states  th^i? 
proposal  for  this  issue,  and  I  will  put  it  into  the  record. 
"tkJ'd    1  c  u   •    ^^'^^^  ^  question  concerning  a  report  entitled 
The  Real  Subminin.um  Wage  Program"  by  the  National  Cente; 
for  Jobs  and  Justice.  The  report  claims  that  2.5  milE  workers  are 
being  underpaid  principally  in  the  fast-food  indus  ?y  Several  re- 
sponses have  been  received  by  this  committee  refuting  thTreport 
three  of  which  will  be  eatered  into  the  record  at  this  p^int     ^  ' 
1 1  he  information  referred  to  follows:] 
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Chamber  of  Commerce 


OF  THE 


Umted  States  of  America 


Hilton  Davis 
Vice  ftiesiDo- 


March  23,  1981 


1615  H  STKEtT  N  N*' 

UashinCton  D  C  200f)2 

202  ft^S-'MO 


The  Honorable  Don  ""Uckles,  Chalrt^an 

Labor  Subcommittee 

Labor  &  Human  Resources  Conalttee 

United  States  Senate 

Washington,  D.C.  20515 

Dear  Mr.  Chairman: 

This  Is  to  give  briefly  the  U.S.  Chamber's  views 
concerning  negative  impacts  of  the  minimum  wage  on  employ- 
ment and  the  youth  differential  issue. 

The  U.S.  Chamber  of  Commerce  is  the  world's 
largest  business  federation,  comprised  of  more  than  112,000 
members.    Our  members  are  vitally  concerned  about  both  the 
level  and  applicability  of  the  minimum  vage  rate,  and  in 
particular  the  impact  of  substantial  rate  increases  on 
inflation  and  unemployment. 

We  are  in  the  process  of  preparing  a  comprehensive 
analvsls  on  ail  aspects  of  the  minimum  wage  law,  an  analysis 
which  we  believe  will  establish  clea^-lv  its  disemplovment/ 
unemployment  effects,  as  well  as  its  Inflationary  impacts. 
We  hope  to  have  the  opportunity  to  testify  as  to  our  conclu- 
sions before  the  Labor  SubcoTamittee  later  this  year,  after 
release  of  the  Carter  Administration's  Minimum  Wage  Study 
Commission  Report*    That  Report,  unfortunately,  is  almost 
certain  to  reflect  the  pro-union  (therefore  pro-minimum  wage) 
domination  of  the  Commission's  membership. 

The  minimum  wage  has  increased  more  than  46S  since  1977. 
We  remalr^  firmly  convinced  that  each  jump  in  the  rate  over  this 
period  has  contributed  substantially  to  unemployment.    Sy  cost- 
ing jobs,  many  of  which  would  have  provided  first-time  work 
opportunities  to  readv  and  willing  applicants,  the  minimum  wage 
has  denied  many  persons       particularly  voung  people  —  the 
opportunity  to  start  a  productive  workJife.    For  this  reason, 
we  respectfully  urge  the  Subcommittee  to  reject  any  attempts  to 
increase  the  mlnimur  wage  rate. 
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At  the  same  cine,  the  Chamber  supports  aneadmencs 
CO  cha  mlnloum  wage  law  that  would  address  directly  the 
youth  uneiiploya«nt  problem.    The  current  teenage  unenploy- 
mant  level  In  this  country  i»  a  disgrace.    Uat  month, 
naarly  one  out  of  every  five  young  peoole  looking  for  work 
could  not  find  a  job;  among  minority  teenagers,  the  unem- 
ployed rate  was  35.42.    We,  therefore,  support  the  approach 
presented  by  Senator  Hatch's  youth  differential  proposal 
(S.348),  Senator  Percy's  bill  (S.430),  and  your  own  (S.658). 
Each  of  these  bills  offers  positive  solutions  to  reduce  the 
youth  unemployment  crisis,  and  we  support  passage  of  this 
type  of  legislation. 

In  addition,  we  support  expansion  of  the  existing 
"student  certification"  program  as  another  effective  means 
of  putting  productive  young  people  to  work.    The  program  is 
currently  restricted  to  the  retail  Industry  and  limited  to 
six  students  per  establishment.    The  Department  of  Labor's 
burdensome  reporting  requirements  also  discourage  use  of 
this  Congresslonally  endorsed  Initiative.    Elimination  of 
theae  restrictions  would  open  up  job  opportunities,  espe- 
cially among  small  businesses  not  necessarily  engaged  in 
retailing. 

In  conclusion,  the  U.S.  Chamber  looks  forward  to 
testifying  later  this  year  on  all  facets  of  the  minimum 
wage  and  its  debilitating  effects  on  a  productive  economy. 
We  respectfully  request  that  this  letter  be  made  a  part  of 
Che  record  of  the  current  hearings. 


Hilton  Davis 


cc:    Members  of  the  Labor  Subconnlttee 
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Ronald  L  Platt 


VICE  PRCSiDCN"' 
PUBLIC  aTFAiRS 


March  20,  1981 


The  Honorable  Don  Nickles 
United  States  Senate 
123  Russell  Senate  Office  Building 
Washington,  D.  C.  20510 

Dear  Senator  Nickles: 

Organizations  such  as  the  United  Labor  Union,  ACORN 
and  the  National  Center  for  Jobs  and  Justice  have  pre- 
sented a  list  of  grievances  to  the  Department  of  Labor 
in  several  cities,  claiming  violations  of  labor  laws  by 
Burger  King  Corporation  and  other  fast  food  retailers. 
The  activity  has  recently  occurred  in  Detroit,  Philadel- 
phia, Boston,  Phoenix,  Columbus,  Atlanta,  New  Orleans 
and  other  cities. 

These  groups  are  claiming  violations  in  the  following 
areas : 

I.       UNIFORM  MAINTENANCE: 

Allegations :     The  groups  allege  that  the  fast 
food  industry  has  not  complied  with  regulations 
which  call  for  compensation  of  minimum  wage  efiroloyees 
for  uniform  maintenance.     These  groups  are  saying 
that  employees  may  be  entitled  to  back  wages. 

Legal  Requirements :     Minimum  wage  employees  are 
entitled  to  receive  compensation  for  cleaning  and 
maintaining  their  uniforms.     The  compensation  should 
equal  one  hour's  pay  per  week.     Historically,  the 
Department  of  Labor  has  found  it  acceptable  for 
restaurants  to  provide  free  meals  m  place  of  a  cash 
payment. 

VJhether  employees  have  the  right  to  choose  the 
form  of  uniform  maintenance  compensation  is  presently 
the  subject  of  litigation. 

BUftOER  KINO  COflPORATlON  7360  NORTH  KENDALL  DRivE  MIAMI  FLOflJDA  33t56/TELEPHONE  (305>  696 -TOtl 
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The  Honorable  Don  Mickles 
March  20,  1981 
Page  Two 


Company  Policy;     Burger  King  provides  some 
form  of  compensation  for  uniform  maintenance  for 
all  employees  throughout  the  system  in  compliance 
with  the  law.     In  the  vast  majority  of  company 
units,  employees  receive  a  free  meal,  rather  than 
cash.     The  value  of  the  meals  far  exceeds  the  $3.35 
per  week  requirement  for  uniform  maintenance.  The 
meal  consists  of  a  sandwich,   fry  product  and  a 
drink . 

In  franchise  units,  the  forms  of  compensation 
vary.     Some  provide  a  laundry  service,  some  pay 
cash,  while  others  provide  a  free  meal.     In  a  re- 
cent national  survey,  over  80  percent  of  Burger  King 
employees  expressed  satisfaction  with  our  current 
policy.     Many  look  on  the  meal  as  a  "fringe  benefit." 
The  laundry  service  is  unpopular  because  employees 
like  to  wear  their  own  uniforms. 

II.  MINIMUM  WAGE: 

Allegations;     These  groups  contend  that  fast 
food  employees  are  being  paid  less  than  the  minimum 
wage. 

Legal  Requirements;     The  Department  of  Labor 
requires  that  all  minimum  wage  employees  be  paid 
$3.35  per  hour,  effective  January  1,  1981. 

Company  Policy;     All  Burger  King  crew  members 
in  all  company-owned  restaurants  are  paid  the  min- 
imum wage  or  more.     Over  33  percent  of  Burger  Kinq 
Corporation's  hourly  employees  are  paid  more  than 
the  minimum  wage.     Employees  in  franchise  units 
receive  at  least  the  minimum  wage  except  for  a 
limited  number  of  full-time  students  who  participate 
in  the  FLSA  Student  Certification  Program. 

In  addition  to  paying  the  minimum  wage.  Burger 
King  provides  a  first  30b  experience  for  many  people. 
It  gives  them  a  chance  to  develop  discipline,  skills 
and  an  opportunity  to  advance. 

III.  YOUTH  DIFFERENTIAL; 

Allegations ;     These  groups  allege  that  it  is  un- 
fair for  students  to  be  paid  less  than  the  minimum 
wage  for  working  in  a  fast  food  restaurant.  They 
label  it  exploitation. 
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Legal  Requirements;     Employees  participating 
in  the    Student  Certification  Program"  are  paid  at 
85  percent  of  the  minimum  wage  —  $2.85  per  hour, 
as  provided  by  law. 

Company  Policy;     The  "Student  Certification 
Program'  is  not  used  by  Burger  King  Corporation 
company  restaurants.     Some  franchisees  do  hire  stu- 
dents at  a  special  rate  through  the  school  with 
parent's  permission.     There  is  a  limit  to  the 
number  of  participants  in  any  one  restaurant. 

Burger  Kinq  Corporation  is  not  currently  * 
supporting  legislation  to  provide  lower  miniiti'im 
wage  rates  for  youth.     Burger  King  is  concerned 
about  the  subject  of  youth  unemployment  and  welcomes 
the  hearings  planned  by  the  Senate  Labor  and  Human 
Resources  Committee  to  explore  this  subject. 

IV.     OFF-THE-CLOCK  WORK: 

Allegations;     These  groups  claim  that  fast  food 
workers  put  in  time  at  the  30b  and  are  not  paid  for 
it.     They  claim  this  practice  is  wide-spread  and  is 
a  violation  of  the  law. 

Legal  Requirements:    Workers  must  be  paid  for 
the  hours  they  work. 

Company  Policy:     Burger  King  monitors  all  res- 
taurs ntscarefuTTy~and  advocates  strict  enforcement. 
Workers  are  paid  wages  for  the  hours  they  work.  The 
company  has  a  very  firm  stand  on  this  issue.  Mana- 
gers in  company  restaurants  have  been  terminated  for 
violating  this  law.     All  employees  must  punch  their 
own  time  cards. 


Sincerely , 
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FOOD  SERVICE  AND  LODGING  INSTITUTE 


1919  Pf  NNSyLVANIA  AVT  N  W   v^SHiNGTON  DC  JUX*  i2n2}659v060  -.ffh'i^^ 


Dear  Senator  Nickles: 

A  report  by  tne  National  Center  for  Jobs  anc!  justice 
on  Subminimum  Wages,  published  on  February  26,  1981 
by  the  Bureau  of  National  Affairs  was  In  our  opinion 
grossly  misleading.    I  am  enclosing  our  comment  of 
the  report  for  your  information  and  use.    The  BNA 
report  indicated  that  the  Center's  study  was 
presented  to  Senator  Edward  M.  Kennedy  for  use  at 
the  Hearings  on  Youth  Subminimum  Wage  issue 
scheduled  to  begin  March  24th. 


Sincerely, 


March  23,  1981 


Honorable  Don  Nickles 
U.S.  Senate 

Washington    D.C.  20510 


Thomas  W.  power 
General  Counsel 


TWPtlr 
Enclosure 


o 
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COMv«:i>iT  ON  Ri:i'OI<T  BY 
NATIONAL  Crrn-LK  ion  jon-  JUSTTCn 
ON  Gljli-MlNlMUy  WAGhJS 


Authors  Michaci  Ga]la.,hor  and  Richard     Kazis  claim  in  a  recent 

report  that  2.b  iriilion  of  57,6  million  working  Americans 
"fully  subject"  to  the  FLSA  are  being  illegally  paid  less  than 

the  full  min  .na.n^wage.  They  represent  their  estimate  as  an 
VUuc.toJ  guc^s.""  By  conpaLison,  tho  just-rcle^sed  non-compliance 

study  of  the  Mmiinur  Wage  Study  Commission  estimates  677,271 

{1.2'o)  workers  were  underpaid  in  violation  of  the  minimum  waqe 

2/ 

requirements  out  of  56.4  million"fuUy  subject"  employees  T  The 
educated  guesses  of  authors  Gallagher  .  id  Kazis  apparently  miss 
th'*  j.iark  by  norirly  4  00%. 

Ibv  '.immt.ii  K.ige  Study  Commission  reports  thnt  its  677,271 
estinu'.tc  must  De  considered  as  an  upward  bound  of  minimum  wage 
violations  because  the  dita  upon  whjch  tho  osMmato  is  based 
includ-3  violaLionj  alleged  by  Labor  Departipunt  investigators 
which  eijployers  dispute. 

--he  Callagher-Kr.2is"cducat^  d  g'jc-s"  ignores   ^hc   fact  th..t  wage.. 

as  <:.-fiPed  u.idor  t^c  Vl.S\  incli  mo  tips,  .^.e^ls,  and  lodamg  for 

.1/ 

sevoril  Pinion  c.plo-o,.r.     The  /unimum  Wage  s^ady  Comr-^ssion 
rcr.'.r-  indicates  (n...a^l^'  80')  of  all  agreed  upon  and 

iTier.^lvT  ail-.-^d  vir.[.,t.         . Mo  r.t.iil  servic.^  industrv  alone 
imoiv.'^r..,-;  M'-t   Lv  crcdlt^   Tor  tips,  meal:;,  ..nd 
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nni    '     •(  i   iiy  tips,  ..uy   io-cullcil  "cicil   !  >    >-        ..^11  bo 

J.     Tlu-  Gal  laijhtr-J  a-' is"t  JuraLfjr:  .jjcss"  bai? -f.    .n   th  -     ^     u  u.L  icn 

that  ciil   -.liv  jCd  viol  Jl  ioniJ ,  in  ^'iU  t  ,  occa  i  r- ' ,   ■  ^  jP'.nu'bi*    ji^surr^'.K  n 

6, 

to  a'lv  f  cu  . -min.'L  1  ifB'.archi  r,  ii-  L<->ri^'.    Jju-,'.,       ^  .'xarjl.-, 

as  to  whi-Lhcr  all  titjpct^  enplfjVLOs  ceuort   uM   '   _-n   j  .amn^s  to 
then  e!nol()yt_rti  'or  ir,ome  ta     p  K^pOK  3         ». '    y  aii.    .'.qajr*"*!  to  do. 
S.T-lri':^      'I     i.  L ) '  cje3ti*^."s  o^cur   'i^  "  n-;  -■m-'..''Mi  w.^mc 
CG"»[' J  1  .'.]<-  '  mvc 1' ti -^ns  a-^  to  h(jv^'  nany  i     .  i . -I-ac^  iiiZ-^t 
eat  ari'l  thoit   co^'t;  whcthrr  cmployoca'   Innrh  br"  ^  ^-  '-^^re  ii^cr- 
rup^*'d  or  not;  wheLlik^r  certain  erploy^'i^,  I'Ci^o.   .>i  nov-tip  \'oi  i; 
toi   "hic'j   tip  i_'^f'^ts  ^:?r^-  irpropc^rly  t.^.v-n,   -       whuihcr  ^^plnycc 
actudiii   .  erfoiT".  xl  vorK  Lcfcrc  or  after   I     v   c^'Chci  m  or   ^  it 
for  wcik.     To  char  ^ctt  n  zr     all   such  airpiiiLi.^  ;'^M.^>^  a^  "rpid^  i 
noil  Tumi'ltancG  fri.>T.  ch.  at3n<t  umployers        ijrob:..  nisi -^n  (  ^^cn  t'-i  1 1  r  a . 
To  sut^H'-sL  that  the  fiil'Ut'  of  the  Labor  i  '  p     "  »  nt  Lo  coi^crc 
all  bach  di.uutrd  clains        bocauct    the  \  . ''e  .'a^J      >  i   'J^'  i^'on 
IS  "ncpzlcsrily  b( '^t'lo  1  dc-vvn"   i>  plii'^  di^Lu^'jo, 

■5.  The  i>a  I -.asrions  cf  wi.  if  '.prt-a^i  "ou  t  i  i- fn  t  aM.         f  al  cuii  or- 

tial  v.'a'i     pi  O'v  1'  1  ons  ct'p  I V  1  n-  J   la     be       i  1  ]  nliL  '  -     /  i     rt  ptv 
are  totiUy    in  - jbui*  n  1 1  c  a .  "       ^^tu''         '    '    ' ,(  :  L'- 

!"ust  .tpi^  ;  '        ^  ud-  t  t  cor^  1  t       t  (  ^  on  tin  <         rt  dr  m 

p.'i  ct'nta'K*  ot    tot  1  i   -  '_'    iuau^    Mna  -  ly  l>        1 1  .  {        h^ia-'.  nL 

ral«    }■  r'MT  a  it     cl   (.  o    >  .    >  ^ ' .       t    i  >       '  '    'a  '  u        m         1 1  '  i^- 

tlu'  .  .  }>  I'  I     a  I   '  .    I  lb     ,    i  u    .   I  ,  '  p{  1  i  <  1  >    1.1        <a  d  wi  I  h  *  ^ 
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statutory  pros/isionE  of  the  FLSA.   Section  14   (b)  (1)  {d)  (iii)  (m) 

The  30,948  student  certificates  issued  in  1979  meroly  establi-h 
the  maximum  number  of  employe.-  work  hours  on  ^  unit  bas3S  which 
may  be  paid  the  stadent  rate.     The  suggestion  of  Hal lather  and 
Kazis  that  an  estimated  512,000  student  workers  are  actually 
employed  at  che  student  rate  is  totally  unsuLdtaat lated . ~^ 
Gallagher  and  Kazis  totally  ignore  the  fact  ti.at  employment  of 
tuMtinu.  sHjdents  to  the  maxiniUF^.  extent  perm  .sal>^  g  under  an 
establishment  certificate  rarely,   if  ever,  occurs.     In  the  first 
place,  students  nay  only  work  up  to  20  hours  a  week  while  school 
IS  m  session  and  up  to  40  hours  a  week  during  vacations. 
Because  of  conflicts  with  school  schodulos,  ful3ti-ie  students 
are  frequently  unavailable  during  the  hours         .  r.eccted  by  e.-nplcyerr. . 

In  February,   the  unemployment  rate  for  lC-19  ye^r-olds  ;;as  19, 3^,; 
for  minority  youth,   it  was  35.4%.     To  any  reasonabie  person, 
these  figures  alone  are  convincing  evicl.-nce  that  the  relative 
economic  worth  fto  say  nothing  of  the  relative  econor.ic  net^ds) 
of  16-19  year-olds  generally  is  less  than  that  of  adults,  Obv- 
ously,  society  should  expect  that  the  training  and  work  experience 
of  teenagers  generally  is  loss  than  that  of  adultc  and  this  lack 
of  initial  training  and  experience  rej^ults  m  their  lower 
productivity.     Mirirnum  wages  predicated  in  par<    on  trc  'ninimum 
needs  of  an  adult  hreadwmnor  for  a  family  of  lour  places  nullions 
of  teenagers  with  nore  limited  needs  and  abilitie..  at  a  hupelesoly 
compcLiMve  disadvantage  m  ih^  :oh  narror.     Vnr^  Gall jgher-Ka::is 
Report  ignores  those  rc.liLi  --i.     nu^ir  "-..jcated  gi'esr."  to 
the  nunr^t-r  of  yurAh  pavl  lLu-pi    r^ro.         'iLtlc  dilfer(-i'_  tlin 
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would  br  c^n  ab'  urd  asscrciun  Lhat  hccao^e  th'^re  are  sevot'dl 
milJion  full- tine  studrnts,  u3  1  of  I  hem  arc  pud  siibitaninium 

rOOTIJOTI.C: 

1/    Poport   by  iw.tiondl  Cort-r  tor  Jooc  ar^i  Just;ce  on  r-'jbminiriu'^ 
Wa'jc-.,  MiC)\    1  Ciill.tvjr.or  .  nu  rx^li.ird  r^nzis,  /.urt.'e.u  cf 
National  A'lr. -ib,  DF-P  7/J6/B1. 

2/     Sec*  r.'on-TC"  _'l  i  a.icc :   r-iulir  ■' "^ax-y   Invc-'r  itv^c^  FeLo>"t  "^Sl-Pa^'e 
(202)  370-^-'  .0. 

V    Gallaqhv^r  KaziL,  ]  ely  their  "educaLccl  guc.  ^'  al..^Ora 

entirely  on  hilj.:-  )  v;a'.^j  liO.icc  piizaijc  er^ti  *  o..  ur^l^- : 
Currcn*-  Po\^ "^tsrvey  (Ct^b)  a?'.c\  b^^w  llv'-^  "vt^ 
and  V\'cl3h,   19ol)  dat-i  ucneraily  i<.tnore  3i.'i^  wut-'s, 

S/    Nonco-iplian-e  i'c.^OJLl,   sup'  a ,  pane  19,  Table 

6/    Galla^hor  ^o^-'  :\^zic,   5^;^         oi-pccjiaJIy  The  L..t:.nt  cjT 
M 1  n  man  V.  r.  g     .  ;o  n c oi  p  1  -l  a  j  :  * 
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The  Honorable  Don  Nickles 
United  states  Senate 
Washington,  D.C.  20510 

Dear  Senator  ixickles; 


March  23,  1981 


«^;,ff  ?i    letter  is  in  response  to  a  request  from  Subcommittee 
staff  for  our  comments  on  a  study  recently  released  by  the 
National  Center  for  Jobs  and  Justice.     The  study  purports  to 
snow    epidemic"  non-compliance  on  the  part  of  business  with 
Act""and''^^^  ^      overtime  provisions  of  the  Fair  Labor  Standards 
Act,  and  singles  out  the  foodservice  industry  for  oarticular 
criticism. 

workPr^%Kr'^K  ""i^i""^  ^^^^  two-and-one-half  million  minimum  wage 
workers  are  cheated  out  or  one-quarter  of  a  billion  dollars 

197rDep;rtment'of  ^1'  '^^""^  ^'^^  substantiated  are 

riilLr  figures  which  e-^timato  non-compliance 

iif^  I       °"e-third  that  number  of  workers  and  dollars.  The 
iJ^^  ?        figures  are  based  on  the  study's  assertion  that  more 

nnH^i'^^^°"'''"^  violations,  and  on?y 

understaffing  at  DOL  prevents  this  from  happening! 

f,^.,K««  P^^"^^  ^"^''^t,  we  feel  that  DOL  non-compliance 

figures  actually  overestimate  non-compliance.     This  is  so  because 
many  employers  who  have  a  legitimate  difference  of  oo^n^on  wi?h 
DOL  oannot  afford  to  litigate  their  differences  with"  SoL  in  a  court 
S^L  h^A  foodservice  operators  have  complained  to  us  that 

?or  ^hfrn^'i      K  ^f"  unfairly,  but  that  it  was  economically  impossible 
"oLd         ?  n^H^^"^^         Department  in  court.     These  employes 
pSsitio^  mfahfhr^"  though  they  felt  DOL  was  wrong  and  thai  their 
position  might  be  vindicated  by  the  courts,     dol's  non-compliance 
figures  nevertheless  include  penalties   paid  and  numbers  of  workers 
employed  by  these  business  people  who  have  a  good-?a"h  dispute 
about  tneir  alleged  non-compliance.  aispute 

Secondly,  DOL  enforcement  efforts  are  frequently  misdirected 
efforts'^o^de^^;."'  ^^"^^^^^  compliance  offices  demote  excesstv^ 
tliVJ    5    determining  the  appropriate  pay  for  managers,  executive 
chGfs  and  small  numbers  of  other  well-compensated  individuals 
i?    Is  th5  °n  violations  affocting  m  nimum  wag^w^^ 

ar;  overworked '[t'^PpL'"^o"'''"^  compliance^of facers 

u     •  ^  seems  to  us  that  their  tJme  might  be  better  snent 

on  basic  compliance  activities  rather  than  on  arguin-  the  statui 
of  executive  employees.  axyuxi cne  status 
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The  Honorable  Don  Nickles 
March  23,  1981 
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The  study  has  much  to  say  about  several  fast-food  chains, 
and  provides  a  primer  on  how  to  violate  some  major  prohibitions 
under  the  FLSA,  but  fails  to  show  any  significant  pattern  of 
violations.     The  study's  small  examples  do  not,  m  our  opinion, 
justify  a  finding  that  the  non-compliance  problem  is  three  times 
larger  than  even  OOL  estimates. 

Finally,  the  study  assumes  that  employers  are  taking  unfair 
advantage  of  the  current  full-time  student  differential,  yet  the 
study  offers  no  proof  of  this,  other  than  repeating  the  implied 
assertion  that  most  minimum  wage  workers  are  illegally  underpaid 

In  short,  we  feel  that  the  Center  study  does  not  present  an 
accurate  picture  of  the  foodservice  industry  or  FLSA  compliance 
within  the  industry. 


Associate  Counsel 
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thh^k  uTs  lJ!oorfant\?'t^  "  ''^y'  ^^''^  ^P"'-^-"^  issue.  I 

opportu  '  t^o  hi  rill  i:  TP^'  ""ei^Ployed  worker  to  have  an 
tKL     V  .  "^^^ble  to  work  for  themselves,  to  be  able  to  enter 

to  hi  .wf  t  ^^"'^  '"u'^^'"  'ike  to  work  for  a  liv  Sg  "  rd 

produce  in  rjfni';:;./^"''  ^'^'"^  ""'"'''^'y  ^°  become  wSEy  and 
proauce  on  a  minimum  wage 

bo?h^s1der'of^'h/''°  '•«<^tire  testimony  from  a  variety  of  people  on 

Suck  Percy  aid  Jim' AM  t^^^^  ^°  have  Senators 

I  IVi,       ^1 1  Abdnor,  who  will   ead  off  our  testimony 

teaUon'o  tenf  H^r^n'''-^"  representatives  of  the  NaUona^' 
AFI  rin  f  Independent  Business,  from  the  president  of  the 
anH  frnr?'  ^^^ous  economists,  from  various  minority  grouK 

I   1°  t  various  small  business  groups  ^  groups, 

hJi  fl.  Ju?  testimony  that  we  have  today  will  be  verv  verv 
helpful  to  this  subcommittee,  to  the  Labor  Comm  tee  Ind  to  fh^ 

c^n"t  toLlKiaT/tv'  '''^"'""^  ^"^  judgmenSTwharCoJgres: 
Wf«  u  y  u  J^"  ^^17'  ^^""y  s^^o^s  problem.  ^ 
Senator  Hatch,  did  you  have  a  comment^ 
Senator  Hatch.  Thank  you,  Mr.  Chairman. 

two  sides  to  this  issue,  but  the  fa  -t  is  that  it  c        T'  ^'^^''^  ^""^ 

su£;mmTtterhas '?alL^?h''^  T  '^^'''"^^^  Labor 
These  aTthe  first  -^  davs^^^  hearings. 
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minimum  wage.  In  fact,  they  seem  terrified  about  that,  and  with 
just  cause,  because  every  time  the  minimum  wage  goes  up,  we  lose 
thousands  and  thousands  of  youth  jobs  and  opportunities.  That  has 
been  true  in  the  past  and  I  think  it  is  time  to  start  lookmg  at  the 
future  and  doing  something  to  alleviate  that  problem. 

I  also  think  that  it  is  not  the  time  to  be  timid  on  the  part  of 
business  people.  I  suspect  that  we  are  going  to  fight  that  battle 
regardless  of  what  happens  on  these  particular  legislative  propos- 
als. So,  I  think  that  what  we  ought  to  ask  is:  Is  it  right  for  cur 
young  people,  is  it  right  for  our  society,  for  the  business  community 
and  for  labor,  to  have  a  youth  differential  that  gives  these  young 
kids  a  chance  to  get  a  jco  and  have  the  self-esteem  that  comes  from 
working?  .    ^.  • 

I,  for  one,  think  it  is  about  time  we  did  something  in  this  area 
rather  than  just  provide  more  lipservice  and  continue  to  sit  back 
and  sigh  about  the  difficulties  that  the  young  people  have.  So,  I  am 
very  happy  to  have  these  hearings  and  will  look  forward  to  partici- 
pating in  them  as  much  as  I  can  and,  of  course,  reading  the 
testimony  where  I  cannot  participate.  We  will  do  the  best  we  can 
in  this  committee  to  mark  up  some  bill  that  will  help  our  young 
people  to  get  jobs. 

Senator  Nickles.  Thank  you.  Senator  Hatch;  we  appreciate  your 
leadership  in  this  problem. 

Senator  Percy,  we  welcome  you  this  morning.  We  appreciate 
your  efforts  in  this  field  to  alleviate  a  very,  very  serious  problem. 
We  know  of  your  time  constraints  and  the  fact  that  you  have  a 
committee  that  is  ready  to  begin  that  you  need  to  chair,  so  we 
welcome  you  and  we  welcome  your  remarks. 

STATEMENT  OF  HON.  C  HARLES  H.  PERCY,  A  U.S.  SENATOR 
FROM  THE  STATE  OF  ILLINOIS 

Senator  Percy.  Thank  you  very  much.  Chairman  Nickles  and 
Chairman  Hatch  I  am  pleased  to  be  here  both  as  a  legislator  and 
as  a  past  employer,  with  some  25  years  in  indust!  after  starting 
out  at  a  subminimum  wage  at  a  tender  age  and  spending  a  quarter 
of  a  century  with  one  company  that  was  the  employer  of  about 
10,000— perhaps  more  now. 

I  have  thought  a  great  deal  about  this  problem.  I  met  with  the 
board  of  directors  of  the  AFL-CIO  in  Illinois  3  or  4  years  ago  about 
this  issue.  I  have  tried  to  work  very  closely  with  them,  and  I 
presented  the  problem  then.  What  do  we  do  about  youth  unemploy- 
ment in  East  St.  Louis  and  on  the  west  and  south  sides  of  Chicago? 
It  is  reaching  the  astronomical  proportions  mentioned  by  Senator 
Hatch,  where  about  half  of  the  minority  youth  are  roaming  the 
streets,  idle,  unwanted,  unneedad,  unable  to  find  a  job.  What  do 
they  do  with  their  time? 

Well,  we  know  what  they  do  with  their  time.  We  are  not  just 
dealing  with  labor  problems  today;  we  are  dealing  with  a  problem 
that  is  a  pervasive  cancer  in  American  society— crime  on  the 
streets.  We  are  dealing  with  young  people  who,  because  of  their 
idleness,  because  of  their  feeling  that  they  are  not  a  part  of  society 
and  our  economic  system— because  they  cannot  get  a  job,  they  get 
into  street  crime.  They  mug  people.  They  get  on  dope.  That  begins 
a  whole  process  wherein  they  have  a  daily  demand  for  $100,  $1)0, 
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for  drugs  and  they  have  to  get  it  someplace  other  than  by  working, 
since  they  don't  have  jobs.  Then  they  go  more  and  more  deeply  into 
a  life  of  crime. 

So,  what  we  are  dealing  with  here  is  a  very  difficult  problem.  I 
presented  it  to  our  State  AFL-CIO  and  said.*  If  there  is  any  ap- 
proach preferable  to  a  youth  wage  and  other  than  massive  spend- 
ing come  to  me  with  it.  If  there  is  anything  else  to  try,  we  will  try 
it.  We  have  tried  training  programs  and  we  know  what  their  cost 
is—thousands  of  dollars  to  train  a  person  for  a  job  that  may  not 
exist  in  the  private  sector. 

This  is  the  first  time  I  have  testified  on  a  youth  minimum 
though  Chairman  Hatch  and  I  have  discussed  it  many  times  and 
he  knows  how  strongly  I  feel  about  it.  I  am  at  the  stage  where  I 
think  we  must  bite  the  bullet  now  and  do  something  about  it,  try 
it,  and  I  hope  we  can  do  it  with  the  cooperation  of  business  and 
jabor.  It  is  their  problem  just  as  much  as  it  is  our  problem;  in  fact, 
it  is  even  more  their  problem.  We  are  V  removed  from  it;  it  is 
their  direct  problem.  What  can  we  do  to  resolve  this  problem?  We 
have  to  start  now  in  a  dramatic  way. 

1  do  not  think  that  this  is  an  overly  dramatic  way  that  •♦--e  are 
proposing,  but  it  is  a  departure  from  the  past  and  it  does  require 
new  law.  I  am  enthusiastic  about  the  opportunities  we  have  today 
to  be  able  to  propose  constructive  alternative  solutions  to  the  many 
difficult  problems  facing  our  country  today  and  have  the  reason- 
able assurance  that  they  will  be  fully  considered.  After  years  of 
well-intentioned  and  well-funded  Federal  programs,  many  of  these 
problems  have  simply  not  gone  away  at  all.  They  have  ;jotten 
larger,  and  the  time  has  arrived  to  consider  new  alternatives. 

If  I  can  be  partisan  for  just  a  moment,  I  have  come  away  from 
the  meetings  with  Senate  committee  chairmen  on  Tuesdays  at 
noon  with  Howard  Baker  and  with  my  other  Republican  col- 
leagues, with  a  great  deal  of  pride  in  the  sense  of  responsibility, 
that  I  believe  vve  are  bringing  to  our  new  position  as  the  majority. 
It  is  in  that  spirit  that  I  come  before  you  today  to  discuss  what  I 
hope  will  be  creative  solutions  to  the  nagging  problem  of  youth 
unemployment. 

I  agree  with  President  Reagan's  program  to  diminish  the  role  of 
government  in  the  economy  and  I  feel  that  such  an  approach  can 
be  especially  successful  in  the  area  of  unemployment.  I  cannot  help 
but  recall  when  President  Reagan  met  the  mayors,  for  the  first 
time  as  President,  he  told  them  he  got  his  first  job,  as  I  did  mine, 
when  there  was  no  minimum  wage.  He  just  went  to  the  market- 
place, got  busy,  and  worked  on  a  construction  crew.  I  staled  in  the 
basement  of  Bell  &  Howell,  myself.  In  those  days  we  could  cjo  out 
and  get  a  job  that  wouid  match  our  skill  with  what  the  market  was 
willing  to  pay.  Now,  we  have  restrictions. 

I  have  supported  the  minimum  wage,  so  long  as  it  does  no?  push 
wages  up  to  an  unacceptable  and  uneconomic  point.  We  have 
worked  together  with  organized  labor  to  put  this  safety  net  under- 
neath, and  to  try  to  keep  someone  who  works  for  a  living  earning 
more  than  someone  on  welfare.  This  is  one  of  the  purpose:*,  of  it. 

When  you  have  Mayor  Koch  in  New  York  and  Mayor  Bradley  in 
Los  Angeles  saying,  *i  want  to  experiment  in  my  city  with  a  youth 
differential  on  wages."  are  we  going  to  say  to  these  two  mayors 
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faced  with  the  day-by-day  problem  of  lots  of  young  people  out  of 
the  mainstream  of  the  economy,  **No,  you  cannot  do  it  because  we 
down  here  in  Washington  are  going  to  say  that  you  are  going  to 
pay  $8.85  or  else  to  every  last  young  man  and  woman  that  wants  to 
have  a  job?" 

Are  we  going  to  dictate  from  Washington  to  two  distinguished 
mayors  who  want  to  try  an  experiment  in  their  cities?  Are  we 
going  to  say,  *'No,  you  cannot  do  it?*' 

Come  to  Chicago;  we  have  the  problem.  I  should  think  Mayor 
Byrne  would  welcome  some  chance  to  help  young  people.  Certainly, 
with  the  safeguards  built  into  the  legislation  that  I  have  proposed 
and  that  Chairman  Hatch  has  proposed,  there  is  no  big  risk.  The 
safeguards  are  there  so  that  you  cannot  displace  another  person. 

If  would  be  a  subsidy  of  only  50  cents,  in  lieu  of  thousands  of 
dollars  of  CETA  money,  50  cents  an  hour  to  train  a  person  on  the 
job,  for  a  job  that  exists,  without  displacing  an  older  person  be- 
cause of  it  In  many,  many  areas,  additional  young  people  will  be 
hired,  and  will  get  some  solid  training  as  well. 

Based  on  my  own  quarter  of  a  century  as  a  business  executive,  I 
bel  ieve  that  the  most  permanent  and  productive  jobs  in  the  econo- 
my are  created  by  the  private  sector  and  not  by  government. 
Therefore,  my  six  cosponsors  and  I  felt  that  as  a  complement  to 
existing  Federal  employment  and  training  programs,  whose  fund- 
ing will  undoubtedly  be  reduced  in  a  very  substantial  way  over  the 
next  few  years,  we  would  propose,  on  an  experimental  basis,  a 
special  wage  for  young  peopb. 

Some  research  sources,  as  outlined  in  articles  over  the  last  year 
published  by  the  Congressional  Office  of  the  Budget,  the  National 
Commission  for  Employment  Policy,  and  the  Department  of  Labor, 
suggest  strongly  that  the  minimum  wage  level  does,  in  fact,  have 
an  adverse  effect  on  youth  employment. 

Advocates  of  the  opposing  position,  of  course,  cite  their  own 
sources,  which  say  it  has  no  such  negative  effect.  I,  for  one,  would 
like  to  find  out  who  is  really  right  in  this  ongoing  argument  that 
we  are  having.  There  is  only  one  way  to  do  it;  try  out  a  system,  try 
out  a  procedure,  and  give  an  honest  chance  to  those  of  us  who 
believe  that  this  may  work. 

Since  there  is  so  much  conflicting  information  on  the  precise 
effects  of  a  youth  minimum  wage  on  the  employment  of  both  young 
people  and  adults,  my  cosponsors  and  I  believe  that  a  3-year  experi- 
mental period,  as  contained  in  S.  480,  would  give  us  in  Congress, 
the  Department  of  Labor,  and  organizations  in  the  private  sector,  a 
sufficient  data  base  and  some  practical  experience  by  which  to 
judge  the  usefulness  of  a  youth  wage. 

In  my  prepared  testimony,  I  focused  on  the  sunset  aspects  of  S. 
480.  And,  Mr.  Chairman.  I  ask  unanimous  consent  that  the  full 
text  of  my  statement  be  incorporated  in  the  record,  and  I  would 
just  like  to  spend  the  remaining  moment  or  two  on  one  aspect  of  it. 

I  believe  that  most  of  us  read  the  article  in  the  February  12 
Washington  Post  by  Herbert  Denton,  in  which  he  wrote  about  the 
interest  expressed  by  such  prominent  Democratic  mayors  as  Koch 
of  New  York  and  Bradley  of  Los  Angeles.  Speaking  on  my  own 
behalf,  I  would  heartily  endorse  the  idea  of  some  kind  of  pilot 
project  for  a  youth  wage  to  be  based  perhaps  in  the  ten  or  dozen 
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cities  with  the  highest  youth  unemployment  rates,  if  such  a  con- 
cept, instead  of  going  immediately  to  permanent  legislation,  would 
dissipate  some  of  the  opposition 

In  all  my  industrial  experience,  I  never  put  a  product  on  the 
market  nationally  until  I  tried  it  out  in  some  test  area.  A  pilot  run 
of  a  product,  a  pilot  run  of  an  idea  is  the  way  to  go.  You  can 
minimize  the  damage;  you  minimize  the  benefit,  obviously.  You 
lose  some  time,  but  you  move  ahead  later  with  greater  assurance. 

I  would  be  willing  to  modify  my  own  proposal  and  work  with  the 
members  of  thfe  committee  to  determine  whether  or  not  a  2-year 
sunset  or  an  18-month  period  of  duration  could  bring  us  closer  to  a 
means  by  which  we  could  discover  once  and  for  all  that  the  idea 
works  or  the  idea  does  not  work.  We  will  not  know  until  we  try. 
We  can  sit  here  and  debate  for  years  on  end  and  we  can  take 
opposing  sides,  but  who  can  really—and  I  ask  Lane  Kirkland  as  a 
friend— who  can  really  say  ''you  are  tinkering  too  much,"  or  ''you 
are  going  to  damage  relationships  between  older  and  younger 
people  at  work?" 

If  you  .ry  it  out  in  a  couple  of  areas  where  the  mayors  of  those 
cities  want  to  try  it  out— if  Mayor  Byrne  does  not  want  to  try  it  out 
in  Chicago,  maybe  we  can  go  to  East  St.  Louis  to  find  a  mayor  who 
will  support  it.  But  let  us  get  local.  State,  and  Federal  authorities 
working  together  to  solve  the  problem.  A  pilot  run  may  be  the  best 
way  to  do  it. 

A  pilot  project  directed  at  solving  our  chronic  youth  unemploy- 
ment problem  strikes  me  as  being  considerably  more  worthy  than 
many  pilot  projects  of  the  past  that  were  authorized  with  much 
less  thought  and  debate  than  we  have  devoted  to  this  one. 

Our  colleague  in  the  House,  Congressman  Jack  Kemp,  is  prepar- 
ing to  reintroduce  revised  legislation  to  build  on  the  urban  enter- 
prise zone  concept  that  he  pioneered  and  shared  with  all  of  us  last 
year.  When  that  legislation  reaches  the  Senate,  perhaps  we  could 
consider  authorizing  a  youth  minimum  wage  for  businesses  in  the 
designated  enterprise  zones. 

Mr.  Chairman,  I  put  myself  and  my  staff  completely  at  your 
disposal,  and  the  same  offer  is  made  to  Chairman  Hatch,  to  help 
draft  the  most  practical  proposal.  I  want  to  commend  both  of  you 
for  your  outstanding  leadership  on  this  issue. 

The  staggering  youth  unemployment  problem  which  we  face  is 
costing  billions  of  dollars,  and  it  has  already  cost  billions  of  dollars 
in  Federal  funds  to  try  to  solve  it,  and  we  have  not  even  made  a 
dent  on  the  problem.  CETA  youth  programs  cost  anywhere  from 
$5,:W0  to  $1:3,888  per  participant  per  year.  A  reduction  of  50  cents 
in  the  minimum  wage  for  young  people  for  a  period  of  6  months  on 
a  40-hour-a-week  basis  would  cost  $520,  and  the  number  of  jobs  at 
the  end  of  the  line  is  very  great  indeed.  That  difference  alone  is 
enough  to  justify  an  experiment  with  a  youth  minimum  wage. 

Idle  teenagers  in  every  city  of  this  country  are  turning  to  drugs 
and  increasing  street  crime  because  they  are  so  desperate.  It  seems 
senseless  to  me  to  allow  this  to  continue  simply  because  key  Mem- 
bers of  Congress,  particularly  in  the  House,  and  some  interest 
groups  are  locked  into  inflexible  positions. 

We  have  before  us  several  proposals  made  in  good  faith  that 
reasonable  people  believe  can  work  if  given  a  try.  We  can  learn 
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from  the  mistakes  of  the  past  by  not  rushing  into  permanent 
legislation  right  away.  But  let  us  do  something;  let  us  not  have  the 
opportunity  slip  away  for  doing  something  constructive  for  unem- 
ployed teenagers  in  this  country  who  want  to  work  but  who  cannot 
find  jobs.  Let  us  fashion  a  proposal  that  the  responsible  new  major- 
ity can  sell,  be  proud  of,  and  make  work. 

Mr.  Chairman,  I  would  be  happy  to  answer  any  questions, 
though  I  believe  my  distinguished  colleague  here  could  probably 
answer  them,  as  my  hearing  is  just  about  to  start. 

Senator  Nickles.  Well,  Senator  Percy,  I  realize  your  time  con- 
straint. I  very  much  appreciate  your  remarks.  I  think  you  came 
from  a  viewpoint  that  has  not  been  represented  to  date  and  spoken 
very,  very  well,  and  we  certainly  appreciate  your  input.  Thank  you. 

Senator  Hatch.  Senator  Percy,  I  certainly  appreciate  your  input 
and  your  leadership  in  this  area.  I  know  you  had  the  opportunity 
as  a  young  man  to  start  off  in  the  same  way  you  are  suggesting 
that  we  give  others  the  opportunity  today.  You  built  a  very  success- 
ful business  career  and  wound  up  the  president  of  a  major  corpora- 
tion at  29  years  of  age,  I  think.  I  just  wonder  how  many  of  today's 
young  kids  could  do  the  same  if  we  just  gave  them  the  chance  to 
get  started  up  the  ladder. 

I  appreciate  your  leadership  in  this  area.  We  are  happy  to  have 
you  working  with  us  on  it,  and  we  also  respect  your  position  for 
business  and  labor  through  the  years  here  in  the  Congress  and 
your  good  relationship  with  people  on  all  sides  of  these  issues. 

Senator  Percy.  I  will,  Mr.  Chairman,  again  contact  my  friends  in 
organized  labor,  and  also  the  U.S.  Chamber  and  NAM,  of  which  I 
was  a  member  for  years,  to  see  why  they  have  gotten  cold  feet  on 
this.  Maybe  organized  labor  ought  to  look  at  it;  if  business  is 
agamst  it  or  getting  cold  feet,  maybe  there  is  something  in  it  that 
labor  did  not  see. 

Senator  Hatch.  Maybe  that  is  true. 

Senator  Percy.  But  I  do  not  see  how  any  of  them  can  argue  with 
an  experiment,  particularly  when  the  local  officials  say,  "Give  me 
this  authority  to  do  this."  Now,  is  Washington  going  to  sit  here  and 
say,  "No,  we  are  not  going  to  let  you  run  your  own  affairs  and 
solve  your  own  problems,  we  are  going  to  solve  them  for  you?''  We 
have  not  come  up  with  a  single  solution  to  those  problems  and 
those  statistics  that  stare  us  in  the  face. 

Senator  Hatch.  Well,  let  me  add  one  other  thing  with  regard  to 
the  chamber  I  have  not  had  any  personal  discussion  with  them  as 
a  group,  but  I  had  a  personal  chat  with  one  of  their  board  members 
who  was  just  livid  over  the  recent  accounts  of  the  chamber's  posi- 
tion. Most  of  the  chamber  people,  including  Dick  Lesher,  have  been 
very  supportive  of  this  concept.  I  think  it  has  only  been  a  couple  of 
rather  loud-mouthed,  lower-level  employees  who  have  gotten  them- 
selves into  this  bind. 

With  regard  to  the  NAM,  I  would  be  shocked  if  they  are  not 
gomg  to  come  behind  this  concept.  What  I  am  more  worried  about 
are  some  of  the  fast  food  industries  that  seem  to  have  gotten  very 
cold  feet  because  they  are  facing  some  pressures  that  perhaps  they 
have  never  had  to  face  before.  I  said  yesterday  that  it  is  easy  for 
me  to  understand  why  some  of  them  have  put  chicken  between 
those  two  buns,  and  I  think  it  is  time  for  them  to  stand  up,  just 


like  it  was  easy  for  them  to  stand  up  when  this  did  not  have  a 
chance. 

Senator  Percy.  Thank  you.  i  am  delighted  that  Senator  Williams 
is  here,  my  practically  next-door  neighbor.  I  will  come  by  and  lobby 
you  on  this  issue  and  give  you  my  whole  speech  again,  at  a  time 
and  place  of  your  choosing,  and  your  cup  of  coffee  in  your  home. 

Senator  Williams.  All  right. 

Senator  Percy.  But  I  want  to  point  out  that  the  problem  has 
been  a  problem  very  much  on  your  mind  for  a  long,  long  time. 
What  I  am  proposing  simply  is  an  experiment  that  I  think  we  can 
try  to  work  out  the  details  on»  and  I  would  hope  we  would  have 
your  enthusiastic  backing  because  it  is  going  to  take  bipartisan 
support  for  this,  and  your  leadership  as  well. 

Senator  Williams.  I  regret  that  I  did  not  hear  your  statement, 
Senator  Percy.  I  certainly  will  read  it  and  will  look  forward  to  our 
personal  chat. 

There  is  just  one  question  that  I  might  raise,  if  I  might,  Mr. 
Chairman.  You  suggest  that  we  adjust  a  youth  subminimum  as  an 
experiment,  but  we  do  have  two  approaches  to  a  subminimum  for 
youth  that  are  now  in  effect,  the  student  provision  and  a  tax  credit 
provision.  Neither  of  them  has  been  utilized  as  extensively  as  they 
might  be  by  the  business  community— perhaps  the  student  provision 
more  than  the  tax  credit  provision. 

So,  if  business  is  interested  in  this,  why  do  they  not  avail  them- 
selves of  what  is  already  available  to  them,  particularly  the  tax 
credit  idea? 

Senator  Percy.  Well,  I  will  not  repeat  what  I  said  before.  I  will 
meet  personally  with  you.  I  merely  pointed  out  that  when  you  have 
two  great  mayors.  Mayor  Koch  and  Mayor  Bradley  of  Los  Angeles 
and  New  York,  that  want  to  try  this,  why  would  we  prevent  them 
from  doing  it?  Let  us  try  it  regionally  in  10  or  12  cities;  take  one  in 
New  Jersey,  any  one  of  your  choice,  and  I  will  take  a  couple  in 
Illinois,  and  let  us  see  if  we  cannot  make  this  work.  Give  the 
employer  and  organized  labor  a  chance  to  monitor  it  carefully,  but 
try  it  out  and  see  whether  the  idea  is  worth  anything.  It  is  about 
tinre  we  put  it     a  test.  Thank  you  very  much. 

Senator  Nickles.  Senator  Percy,  thank  you. 

(The  prepared  statement  of  Senator  Percy  follows:] 
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TrSTIMONY  01 
THE  iK)NOR/\HLt  CHARLES  II.  ITRCY 

SENATE  SUBCOMMITTEE  ON  LABOR  MARCH  25,  1981 


Chairmdn  Nickles,   I  very  much  appreciate  the 
opportunity  to  be  here  this  morninp  and  to  discuss  with  you 
and  the  members  of  the  Labc r  Subcommittee  some  possible 
solutions  to  the  pressing  problem  of  youth  unemployment. 

I  am  enthusiastic  about  the  opportunities  we  have 
today  to  be  able  to  propose  co-    'ructive  alternative  solutions 
to  the  many  difficult  problem;,         ng  our  country  today 
and  lave  the  reasonable  assurance  that  the^  will  be  fully 
considered.     After  vears  of  well   mtentioned  and  well  funded 
federal  pro>jrams»  many  of  these  problems  have  not  gone  awa> 
and  the  time  has  arrived  to  consider  new  alternatives. 

If  I  may  wax  partisan  for  a  moment,  Mr,  Chain';  u.,   I  have 
come  away  from  meetings  with  Senate  Committee  Chairmen  jnd  mv 
other  Republican  colleagues  with  a  great  deal  of  pri  i-j  m  the 
sense  of  responsibility  I  believe  we  are  bringinc,  •  >   --r  new 
position  as  the  majority.     And  it  is  in  that  spui^  that  I  come 
before  you  today  to  discuss  what  T  hope  will  be 
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creative  solutions  m  the  lULv^^m^  [Tob.cin  o\   vouth  unompio)  meat 

last  November,  rhe  citi:ons  ol   thi'^  LOuntr>  Jomanded 
sweeping  a(.tion  to  cur  kjovernment  spcndinj^,   lower  inti.ition  iiul 
stimulate  the  economv  .     Ihe  Pre-^ulent  has  mven  us  a  ha  rd -li  1 1 1 1  n^: 
plan  to  a*.hieve  those  uoals  uiul  to  diminish  the  roie  of 
government   in  the  economy,     1  wholeheartedly  support  him  jn 
this  effort.     Clearl>   then,  our  i espons  ih  1 1  1 1 v   i,  to  put  aside 
the  mind -set  of  dci)endence  on  government  and        '-ei;iri  to 
devise  solutions  to  our  continuing  eLonomic  and  social  problems 
that  will  harness   the  creativit)  and  imagination  of  the 
private  sector.     1   feel  that  su^h  an  approach  can  be  especially 
successful   in  the  area  of  unemployment.     Based  on  my  twenty- 
five  years  as  a  business  executive,   i  believe  that   the  most 
permanent  and  productive  jobs   in  this  economv  are  created  b> 
the  private  sector,  not  by  the  j^overnmept,     Ihis  same 
philosophy  IS  embodied  in  each  of   the  three  bills  the  .Subcommittee 
IS  considering  today. 

On  Februarv         on  behalf  of  inv  co- sponsors,  Senators 
rmiRMONn,  ABDNOR,   PRFSSLIR,   S>MMS,   l!UMPHRr>  AND  lOlViR,  I 
introduced  S,  4'50,   the  Youth  Implovinent  (^ppoitunitv   Act  of 
1981,     Our  legislation  would  establish  a  mirumum  wa^e  for 
young  persons   16-iy  vears  oi  age  at  85*.  of  the  adult  minimum 
wage.     This  would  provide   foi   a  vouth  wage  rate  of  $2.85  per 
hour  undi^r  present  c  1 1  cumstances  .     Based  on  the  premise  that 
a  young  person  should  be  paid  a  Inwcr  wage  durum  his  or  her 
"traininu"  period,   the  vouth  minimum  wage  would  apjily  to  the 
firsL   SIX  months  ol    emplnvment   of  .ni   individual    in  that  age 
bracket  hv  a  single  emp lover. 
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It   IS  our  feeling  that,  without  creating  a  new 


fedcr.il  program,  without  creating  a  new  federal  biireaucracy, 
without  creating  new  and  substantial   federal  outlays,  we 
can,   through  such  legislation,   find  a  way  of  overcoming  some 
of  the  reluctance  businesses     express  about  hiring  inexperienced 
young  people  at  the  current  minimum  wage  of  S3. 55,  which 
became  effective  on  the  first  of  this  year. 


Budget  Office  in  1980  entitled,  ">outh  Fmployment  and  Education: 
Possible  Federal  Approaches,"  the  following  is  stated: 


'Estimates  of  the  effects  of  minimum  wages  on 
vouth  employment  varv,  but  ma-ny  researchers 
believe  that  each  10  percent  rise  in  the  minimum 
wage  relative  to  the  average  hourly  wage  reduces 
youth  employment  by  something  between  one  and 
four  percent.     If  the  one  percent  estimate  is  valid, 
then  lowering  the  minimum  wage  for  all  persons  in 
1981   from  S3.3S  to  $2.85  could  increase  employment 
among  youth  aged  lb- 19  by  perhaps  b 0,000  jobs. 
?  «*tab I  ish ing  a  subminimum  wage  only  for  youth 
"ight  bring  about  even  greater  increases   for  them, 
tlthough  these  greater  increases  might  be  offset 
b\   rising  joblessness  among  older  workers." 

To  address  the  reservation  expressed  in  the  last 


line  of  the  excerpt  from  the  CBO  report,  our  legislation 

provides  penalties   for  the  abuse  of  the  youth  wage,  that  is, 

if  It   IS  used  for  the  purpose  of  displacing  older  workers 

or  other  voung  people.     It  further  provides   for  a  twice  yearly 

report  to  Congress  b\    the  Secretaiv  of  Labor  on  the  effect 

of  the  vouth  wage  on  the  employment   rates  of  both  young  people 

and  adul ts . 


unitjue  feature  of  this  bill  on  which  I  would  like  to  focus 


In  an  issue  paper  published  bv  the  Congressional 


I  inally,  Mr.   Chairman        and  we  are  coming  to  the 
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today  --  we  recosnize  the  fact  th.it  Congress  ha.  seldom  ,n 
the  past  come  up  with  perfect  answers  to  our  national  problems. 
We  are  suffering  toda>  cconomi;ally  because  so  many  "solutions- 
enacted  by  Congress  have  turned  out  to  be  problems  m  themselves. 
We  do  not  wish  to  have  those  mistakes  repeated.  Therefore, 
our  bill  has  a  ''sunset"  provision.     After  a  period  of 
three  years,  the  youth  minimum  wage  would  have  to  be 
specifically  renewed  by  Congress  or  elje  it  would  expire. 
Since  there  is  so  much  conflicting  information  on  the 
P  ^cise  effects  of  a  youth  mir.nium  wage  on  employment  of 
both  young  people  and  adults,   we  believe  a  three-veir 
experimental  period  would  give  the  Congrer.s,  the  Department 
of  Labor,  and  those  interested  research  organizations  in 
the  private  sector,  a  sufficient  data  base  and  some  practical 
experience  by  which  to  judge  the  usefulness  of  this  tool 
in  the  fight  against  youth  unomplo) mcnt . 

I  have  supported  the  youth  employment  and  training 
programs  under  CETA  ,n  the  past  and  I  believe  their  continuation 
in  some  lorn,  is  essential  to  the  employab  1 1  i  ty  of  young 
people  with  the  most  ser.ous  employment  handicaps.     But  logic 
dictates  that  we  encourage  the  use  of  the  be.t  employment 
and  trail  ing  source  we  have  ■-  thousands  of  businesses  across 
this  nation  --  to  handle  at  least  a  part  of  the  vouth  unemployment 
problem.     To  create  the  (,0.nOO  jobs  mentioned  earlier,  through 
CETA,  would  cost  between  ShOO  million  and  JSOO  million.  By 
enactment  of  a  youth  wage,  we  can  provide  some  incentive  fo.- 
the  hirirg  of  voung  people   m  m.argnial  categories   -  who  could  be 
hired  If  onlv  the  minimum  wace  were  not  as  high  ,is   it  is.    A  youth 
wage  would  be  a  natural  complement  to  Ct FA  and  a  much  needed 
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effort  to  address  the  verv  critical  problem  we  are  facing. 

The  di  "^t  ingiiished  Chairman  of  the  full  committee, 
Senator  Hatch,  has  introduced  legislation  to  authorize  a 
75t  "youth  opportunity  wage,"  and  Chairman  Nickles  of  this 
subconunittee  has  a  bill  to  exempt  16-  and  17-  year  olds  from 
the  minimum  wage  law.     I  commend  both  Senators   for  their  strong 
leadership  in  this  area  and  believe  we  can  work  together 
to  fashion  a  legislative  package  that  has  a  reasonable  chance 
of  passage  in  this  Congress. 

We  have  a  staggering  youth  unemployment  problem. 
The  February  rate  for  ages  1^-19  was   19."^^.     The  rate 
among  black  youth  nationuide  was  '^5.4«.     The  rate  among  inner 
city  minority  youth  in  some  areas  of  my  own  state  -     such  as 
East  St     Louis        runs  well  over  50* ,     We  have  some  indication 
that  an  increasing  minimum  wage  level  affects  the  employabi 1 ity 
of  youth. 

Mr.  Chairman,  neither  vou  nor  I  would  be  sitting  here 
1'^  this  room  today  if  we  did  not  believe  that  politics  is 
the  art  of  the  possible  and  that  honest  and  genuine  compromise 
is  the  key  to  legislative  success. 

\  little  over  three  n  ea  r'^  ago,   the  proposal   for  an 
85*  wage  for  the  first  six  months  of  employment,  with 
adequate  pen^Jties  and  ■^-ateguards  came  very  close  to  passing. 
It  was  defeated  b\    five  votes  in  the  Senate  and    by  only  one 
vote  in  the  House.     In  the  intervening  years,  both  the  House 
and  the  Senate  hdve  changed  philosophically,  and  the  leadership 
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of  the  Senate  has  chjiiged  completclv.     We  hjve  a  better 
chance  than  ever  before  to  enact  some  Kmc!  of  youth  wage 
proposal.      But  there  ,s.  nonethc-lo.s ,  considerable  opposition 
to  contend  with  --  on  this  Committee.,   m  the  House  Committee 
and  among  organi:ed  labor  and  some  other  Rroups. 

In  my  testimonv  earlier,   I  emphasized  the  "sunsef 
provision  of  S.  430  and  the  experimental  nature  of  my  own 
bill.     I  would  like  to  spend  a  few  minutes  on  that  aspect 
of  the  bill  and  how  we  might  build  on  it   to  get  a  package 
through  the  Congress. 

I  believe  most  of  us  read  the  article  in  the  February 
12  W^slym£tm5_J.ost  by  Herbert  Denton   in  which  he  wrote  about 
the  interest  expressed  bv  such  prominent   Democratic  Mayors 
as  rdward  Koch  of  New  York  and  Thomas  Bradley  of  I.os  Angeles 
in  a  vouth  minimum  wnge  pUot  project   m  their  cities. 
Speaking  on  my  own  behalf,    I  would  heartily  endorse  the  idea 
of  some  kind  of  pilot  proiect  for  a  youth  wage  --  to  be 
based  perhaps  in  the  ten        dozen  cities  with  the  highest 
vouth  unemployment   rate_s         ,f  ,,ch  a  concept,   instead  of 
going   immediately  to  permnncnt  legislation,  would  dissipate 
some  of  the  opposition,      I  would  be  willing  to  .odify  my  own 
proposal  to  a  two  vear  or  18  month  period  of  duration  ^  by 
doing  so,   I   could  bring  us  ,,nv  closer  to  a  moans  bv  which  we 
could  discover  onee  and   for  ,,11   th.it   the   idea  works  or  doesn't 
work.     he  won't   know  until  we  tr^.     lle,,ven  knows  how  many 
pilot  project,  we've  autho,i3c.!   ,„  the  fourteen  vears  I've 
been  in  the  Senate.     ,^  p.oie.,  a,.e.ted  at  s..lv,ng  ou,  chronic 
youth  un..-mplovraent  prohle,,,  strikes  ,„e  as  hen,;;  cn„siderablv 


246 


more  wo  I  thy  than  nunv  pilot  pioic^ts  o\    the  p.ist  th.it  were 
author  nod  with  much  U-.s   thoiuiht   .iiul  dcb,ite  than  we've  devoted 
to  this  one. 

Our  colleague   m  the  House,  ( on^i  esstnan    lack  Kemp, 
IS  preparing  to  reiiitrocliKe  lovisod  Icui^lation  to  build  on  the 
"urban  enterprise  zone"  (.oruept  lie  pioneered  and  share  J  with 
all   of  us   last  year.     Mien  that    I  ej^  i 1  a  t  i  on  reaches  the  Senate, 
perhaps  we  Lould  consider  auth(US3in^'  a  vouth  minimum  wa>»c 
for  businesses   m  the  designated  "enterprise  zones," 

Mr.   Lhairm.in,    I   put  n\sell   .ind  ny  staff  completely 
at  >our  disposal,  and  the  same  oiler   is  made  to  Chairman  Hatch, 
to  help  draft   the  most   i>raLt  liable  proposal. 

ledcral   spcndinu  programs  h.u'c  not  soixed  the  outh 
unemplovment  problem.     Idle  teenager^   in  every  citv    in  thjs 
country  are  turnini;  to  drugs  and   UKreasing  street  crime  because 
the\   are  so  desperate.     It  seems  senseless  to  me  to  allow  this 
to  continue  simplv  bec.iuse  ke\  mcTihers  of  Congress  particularly 
in  the  House        and   ir.t-erest   uroup^  are  locked  into  inflexible 
positions.     ve  have  Se  j.'f  us  several   projiosals  made   m  good  faith 
that   reasonable  [)eople  believe  can  work,    if  given  a  trv.  We 
can  learn  1  rom  the  mist  ikes  ti   the  past  by  not   rushing  into 
permanent   legislation  rii:ht   aw.iv .     But   let's  do  someth  mj^^  Let 
us  not  see  the  opportunitv  slip  awa\    tor  doing  something 
LOnstnutive  lor  unemploved  teen.u'eis   in  thi^  country  who  want 
to  work  but  can't   I  nui  johs.     |,ct   us   lashion  a  proposal  that 
the  responsible  new  majorit)   v.m  "sell,"  be  proud  ''•f  and  make 
work . 


Senator  Nickles.  Senator  Abdnor,  do  you  have  some  remarks? 

STATKMKNT  OF  HON.  JAMKS  ABDNOR,  A  I'.S.  SKNATOR  FROM 

THE  STATE  OF  SOUTH  DAKOTA 
Senator  Abdnor.  Thank  you,  Chairman  Nickles.  I  have  a  very 
brief  statement.  I  too  have  to  go  to  a  committee  meeting,  but  I 
cosponsored  this  legislation  with  Senator  Percy  and  so  I  appreciate 

^LTr'^Hat^cf  ^      """"^  ^"'^  ^^"^^"^  ^'"'^'"^  ^"^ 

I  want  to  commend  you  for  wrestling  with  this  very  serious 
problem  that  exists  throughout  the  United  States,  not  only  in  the 
big  cities,  as  Senator  Percy  spoke  of,  but  throughout  the  Nation  in 
the  rural  areas  and  Midwest  as  well.  So,  I  think  it  is  good  that  you 
have  made  this  a  subject  of  serious  discussion,  and  hopefully  some 

^iTwilh''"      ^"""'^^  ^'"'■'^ 

I  just  wanted  to  thank  Senator  Percy  for  the  opportunity  to  join 

^'JJtl  r*""'"!  l^P?"'^  °^  4^0-  did  «  very  capable  job  of 
detailing  he  goals  and  objectives  of  his  bill,  and  I  just  want  you  to 

ZlTfU  f       i  '^""^       '"PP"'"^  ^°  his  proposed  legislation, 

and  that  is  why  I  have  cosponsored  it. 

This  youth  minimum  wage  bill  will  help  alleviate  one  of  our 
most  distressing  national  problems-the  tragic  rate  of  teenage  un- 
employment. Wherever  we  go,  it  seems  it  Lists.  It  is  a  problem 
^■J^  f  ^"  ^reas  of  the  country  and  all  levels  of  our 
society,  and  unites  us  in  a  continuing  chain  of  despair  as  we  see 
tTT^  °^  squandered  in  crime,  increased  drug  and 

alcohol  abuse  and  breeds  a  growing  cynicism  about  our  way  of  life 
:,rL  In  ^^^^  this  problem  can  be  solved.  Having  been  in  Con: 
gres.  fcj  8  years  before  coming  to  the  U.S.  Senate,  I  have  seen  a 
multitude  of  make-work  programs  that  have  provided  little  in  the 
vray  of  permanent  job  opportunities,  but  consumed  large  amounts 
TegaS.  ^"  opportunity  to  change  this  sad 

Jn?^^^^^''^^°  ""y."^"  State  of  South  Dakota's  unemploy- 

ment  figures  to  see  what  the  national  trend  is.  Our  teenage  unem- 
ployment rate  is  oyer  twice  as  high  as  unemployment  fiiures  for 

f™!r  t-  '"•"O'-'ty  youth  rates  are  an  intolerable 

four  times  the  average  rate. 

Now,  I  call  on  all  my  colleagues  in  Congress  to  join  with  us  in 
fashioning  legislation  that  will  put  the  youth  of  our  Nation  to  work 
^hPirTnfi' «'ilin^''^  an  opportunity  to  enter  the  work  force  and  build 
their  job  skills  as  they  build  their  self-confidence.  Surely,  it  is  not 
too  much  to  ask  that  we  provide  them  with  the  opportunity  to  be 
contributing  members  of  our  society.  We  cannot  afford  to  squander 
the  resources  of  our  niost  important  national  treasure-our  youth 
believe  nie,  I  think  there  is  no  one  who  disagrees  that  the  most 
important  asset  this  country  has  today  is  our  young  people.  For  the 
most  part,  we  can  be  extremely  proud  of  them  All  we  have  to  do  is 
grve  them  an  opportunity  to  find  jobs,  to  work,  and  to  contribute  to 
the  economy,  and  I  think  many  of  our  problems  will  be  solved 
appear  h^Je'""^"'     '^^^^^^  ^  opportunity  to 
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Senator  Nicklks  Senator  Abdnor,  I  appreciate  your  support  and 
your  efforts  and  your  interest  in  this  area,  not  just  this  year,  but 
for  your  past  activities  as  a  Congressman.  We  have  had  a  lot  of 
testimony  citing  the  problem  of  big  cities,  but  you  are  pointing  out 
the  fact  that  this  exists  as  a  nationwide  problem  It  certainly  exists 
in  your  State  as  well  as  our  State,  and  in  all  states.  There  are 
unemployed  youth  everywhere  that  we  are  trying  to  help  open  the 
door  of  opportunity  for 

Senator  Abdnor.  Absolutely, 

Senator  Nickles,  Thank  you 

Senator  Abdnor.  Thank  you. 

Senator  Williams.  Thank  you  very  much. 

Senator  Abdnor,  Thank  you.  Senator, 

Senator  Nickles.  Senator  Williams,  do  you  have  an  opening 
statement? 

Senator  Williams.  If  I  might,  Mr.  Chairman,  just  say  that  it 
seems  to  me  that  if  one  thing  is  clear  from  the  hearings  yesterday, 
it  is  that  the  subminimum  wage  is  hardly  the  panacea  to  our  youth 
unemployment  problem  that  it  is  widely  portrayed  to  be. 

On  the  contrary,  serious  questions  have  been  raised  about  the 
effects  of  the  subminimum  wage  and,  indeed,  whether  a  submini- 
mum wage  would  have  any  ameliorating  effect  on  our  youth  unem- 
ployment problem. 

The  Secretary  of  Labor  and  others  have  raised  serious  questions 
about  the  subminimum  wage,  including  the  effect  of  the  submini- 
mum wage  on  displacing  adult  wage  earners  and  heads  of  house- 
holds, the  ability  of  a  subminimum  wage  to  provide  meaningful 
employment  opportunities  in  our  inner  cities,  the  effect  of  submini- 
mum wages  on  poverty  level  families  who  rely  on  the  wages  of 
teenagers  for  their  very  survival,  and  whether  a  subminimum  wage 
would  induce  business  and  industry  to  create  any  additional  jobs, 
and  also  the  effect  of  a  subminimum  wage  on  the  ability  of  teen- 
agers to  earn  sufficient  income  to  provide  for  their  college  educa- 
tions. 

Another  point  that  has  been  emphasized  is  the  very  real  possibil- 
ity that  a  subminimum  wage  would  have  a  negative  impact  on  the 
commitmer*  of  young  workers  to  the  work  ethic  on  which  our 
market  system  so  heavily  depends. 

In  my  view,  a  simplistic,  blunderbuss  approach  of  a  subminimum 
wage  to  our  youth  unemployment  problem  clearly  deserves  more 
careful  and  thorough  examination  than  we  will  be  able  to  provide 
in  these  2  short  days  of  hearings  The  blind  commitment  of  the 
administration  to  the  concept  of  this  subminimum  wage,  coupled  as 
it  is  with  recommendations  for  devastating  cutbacks  in  our  employ- 
ment training,  public  jobs,  youth  employment  programs,  and  basic 
education  grants,  creat'^s  an  unparalleled  peril  to  the  youth  of  our 
country. 

These  issues  underscore  the  need  for  more  thorough  hearings 
about  the  effects  of  the  subminimum  wage,  and  indeed  on  the  need 
to  provide  additional  increases  in  the  minimum  wage  to  accommo- 
date for  increases  in  the  cost  of  living. 

The  message  seems  to  me  to  be  very  clear  that  the  subminimum 
wage  proposals,  coupled  with  the  proposals  for  cutbacks  in  so  many 
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of  our  other  youth  employment  and  training  programs,  are  ieopar- 
dizmg  the  hopes  of  our  youth  for  their  future. 

Senator  Nickles  Thank  you.  Senator  Wilhams. 

Our  first  guests  today  will  be  Michael  Roush,  who  is  legislative 
representative  for  the  National  Federation  of  Independent  Busi- 
ness; John  Burkhart,  who  is  the  owner  of  Burkhart's  in  Murfrees- 
boro,  Tenn.;  and  Fred  Thorn,  who  is  the  owner  C.  J.  Personnel 
Consultants,  Virginia  Beach,  Va. 

Would  you  all  please  identify  vourselves''' 

Mr.  Roush.  Mike  Roush 

Senator  Nickles.  Mike,  thank  vou. 

Mr.  Burkhart.  John  Burkhart 

Senator  Nickles.  John. 

Mr.  Thorn.  Fred  Thorn. 

Senator  Nickles.  Thank  you,  Fred 

Mike,  if  you  would  begin;  in  view  of  the  fact  that  we  have  many 
many  other  witnesses  today  and  we  have  other  commitments  in- 
cluding an  active  day  on  the  floor  of  the  Senate  today  and  tomor- 
row as  we  begin  the  budget  resolutions,  we  would  prefer  you  to 
keep  your  testimony  brief.  I  believe  we  have  received  everyone^s 
remarks  and  we  have  analyzed  them. 

.J^j['^ff  "^^"'^  ^"^"y  summarize  your  thoughts,  especially  as  to 
the  different  comments  made  by  Senators  or  other  people  on  the 
pluses  and  minuses  of  this  legislation  and  how  you  see  it  affecting 
your  industry,  your  business,  and  the  young  people  you  are  in- 
volved with.  I  think  this  would  be  more  instrumental  to  us,  and  it 
also  would  allow  us  to  ask  a  few  more  questions  of  you;  it  should 
come  to  the  heart  of  the  problem. 

We  will  ask  all  of  our  witnesses  to  confine  their  testimony  to  5 
minutes 
Go  ahead,  Mike. 

STATEMENT  OF  MICHAEL  ().  ROISH,  LEGISLATIVE  REFHF- 
SENTATIVE,  NATIONAL  FEDERATION  OF  INDEPENDENT  BUSI- 
NESS:  FRED  THORN,  OWNER,  C.  J,  PERSONNEL  CONSULT- 
AS.:^  pmVo^//^^^^^  '^^^^"^  J^>WN  BURKHART, 
0>^NLR,  BURKHART  S,  MURFREESBORO,  TENN.,  A  PANEL 

ii;f t?^^?"-  Chairman  and  Senator  Williams,  my  name  is 
Mike  Koush,  from  the  National  Federation  of  Independent  Busi- 
ness. 1  am  here  this  morning  representing  5,^9,000  small  business 
owner-members.  On  behalf  of  all  of  them,  I  would  like  to  thank  you 
for  this  opportunity  to  testify  on  youth  employment  and  possible 
changes  to  the  Fair  Labor  Standards  Act. 

Mr.  Chairman  if  I  might,  I  would  like  to  submit,  as  you  have 
requested,  my  full  statement  for  the  record.  Also,  if  I  could,  I  would 
hke  to  submit  an  essay  that  was  done  for  NFIB  by  Dr  Walter 
Williams  on  the  subject  of  minimum  wage  for  the  record 
.u^A^lf^I^P"'^  submit,  if  I  could,  the  results  of  six  pollings 

that  NFIB  has  conducted  of  our  full  membership  on  various  aspects 
of  the  minimum  wage.  Finally,  I  would  like  to  submit  an  extensive 
employment  report  that  we  had  done  for  us  on  small  businesses, 
which  1  think  wou  d  help  the  committee  in  its  deliberations  on  the 
subject,  for  the  recjrd. 

Senator  Nickles.  They  will  be  entered  into  the  record 

Mr.  Roush.  Thank  you. 

(The  following  material  was  received  for  the  record  ] 
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The  Minimum  Wage  and 
Minority  Employment  Opportunities 

The  Real  impact  of  Government-Mandated  Progrums 

By  Walter  K.Williams 


One  of  the  mosi  pressing  domcMn.  pi»ln.v  issues  that 
iimfionts  AnieriuJii  siKtetv  is  h  m  do  *c  help  jh<  Ics^ 
toriuiuic  become  mdcp<nd».nt  tnicrprismx,  Jnd  up 
*ardl>  mobik-  No  one  kiKmi  tht  uomplctc  answer  to 
this  question  as  evidenced  by  ihe  failure  ol  miKh  lejjis 
Jdtion,  bilbons  of  dollars  and  mu^h  cimI  rights  Imgaiion, 
to  produLC  a  solution  On  the  other  hand,  it  is  ulear 
that  we  do  not  help  the  le^s  fortunate  ptr^on  h\  desirt>v 
in(i  hiN  best  altcriidtives.  no  matter  how  unaicraclive 
thai  alternative  mav  siem  u>  mori  attlueni  oh'.ervcrs 
Ifchilc  vuih  a  ^taiertieni  mav  appear  trivui,  the  ihought 
IS  often  Ignored  in  polkv  discussion  and  lormulanon 
Many  assume  that  just  because  a  politv  infem/s  to  help 
I  be  disadvantaged  ii  will  m  fji.i  have  the  miended  / 
Ftfcciivc  polivv  which  increases  the  opportunities  avail 
able  todivadvantaged  people  docs  not  >.pririg  automatic 
alK  troin  jiood  intent  ions  I  his  will  he  one  ot  the  under 
l>in|t  themes  m  our  discussiuit 

Policies  Thai  Reduce  Fxonomtc  Opportunities 
l-or  Less-preferred  Persons' 

In  general  there  are  iwo  condmi>M'  operating  simjeIv 
or  in  tomhmation  that  give  rise  to  the-  probjbiliiv  ul  fc- 
d'aed  »>ppt>rJnnitii*N  tor  k  <  rrc1crrt.d  people  Oik  ^on 
dnion  IS  that  there  be  resiricHoiis  on  voluniar v  c\ch.ini!c 
suvh  as  governmentallv  mandated  prices  1  he  sivond 
which  IS  a  variant  «it  the  Mrst  is  ihai  there  K  rcMncicd 
rights  t»»  pctuntarv  int-orne 

V/f/ff/m/m  H  age  I  an  s 

Federal  and  State  mwimuini  w.iyi  i.iws  ri'prcvent  gov 
ernmelitallv  mandated  prices  that  arc  inii-ndcd  !■>  pro 
dUse  a  p.illern  »>t  exeiiiv  tfiat  ddter  from  those'  pf{>duvtd 
in  tree  markctv  I  his  kiiul  pt  tiiurvcniion  in  ihe  1  ibm 
market  had  as  it- origin  rhi-  f.jir  I  jK>r  st.mdjrds  \st  nf 
(V^X  wfiiih  provided  tor  a  nniimunn  »va^e  of  1^  vciit- 
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per  hour  which  has  been  periodicall>  increase  '  until 
$2  6^  per  hour  wjs  achieved  in  January  1978  I  he  cur- 
rent legislation  requires  that  th.  minimum  wage  be 
perioditalK  increased  until  J?  ^0  per  hour  is  achieved 
in  1981  Delenders  of  minimum  wage  laws  claim  that  tt 
prohibits  low  wages  and  exploitation  b\  long  hours 
Defenders  also  argue  that  bv  preventing  lo»  wages, 
the  minimum  »age  law  | unctions  as  an  anii-povcrtv 
weapon 

I  he  moral  issues  surrounding  Ihe  minimum  wage  law 
cc>ntrc>vers\  are  dnsive  and  difficult  lo  evaluate  in  anv 
scientific  wav  However,  we  can  scientificallv  siudv 
causes  and  effects  of  the  minimum  wage  law  Reaching 
agreement  in  thts  arena  mav  make  the  task  ot  solving 
the  moral  and  ptjliiical  arguments  easier 

In  practice  legulated  mmima  spccifv  a  legal  hourlv 
wage  that  is  higher  than  that  which  would  have  ocvurred 
with  free  markei  forces  The  eflc^  •  the  minimunt 
wage  law  that  interests  us  ntosi  .uu  om  two  im- 
portant limitations  on  the  powers  oi  Coiigres-*  (1)  While 
It  Is  clear  that  C  ongress  has  the  power  to  legislate  wage 
increases  unfortunately  {  ongrevs  does  not  have  the 
power  to  legislate  corresponding  increases  in  worker 
ffnxtiH  r/n/t.*  {2t  W  hile  C  ongress  can  legislate  the  price 
at  whkh  a  labor  transaction  mav  0\.cur.  it  tannot  require 
that  that  transaction  actuallv  be  made 

To  the  extent  thai  the  minimum  wage  la*  requires 
thai  some  workers  be  paid  a  wage  which  exceed-  their 
productivijv.  emplovers  wtll  predictablv  make  adjust 
ments  m  then  u^e  of  labor'  Such  an  adiustmeni  will 


Minmiimi  »Jkr-  J.'  hoi  diiUr  Mffnih. JKlh  «»  i[>  illc.  Irum  ff.unf 
■  lUii'  ^  sn.ft  Ml  ,ur  ■..ti.H^I       uni     X     I)    *!„di,(t  itiH.s  m-l 

(i.tir  aii  \  ■.diJi.t'  n*  nuroU  i»n(tfif?  i  i  X  nn  his  rfpnf 
.  )r J  Niir  j  <,.*.  jvnjuiriu  *  sutler  hCL  »mi  i  lti)lltcf  pfinlu.. 

i.mU       kt  r  h\  di  tt  IK  h  rji     w  ilh  fhc  filinitllulli  j»  j»!c  I 
'  Xfiit  1  All.  ^i.ii(ii,/id  hi  HHi  tnisincv  niroi.^n  U- oot  f  jilmndcr 
UnJ  *U\  ,bi       1(1'       fi  nuki^fhi^  Jiiii  ulltcr  ja,ii>.nn{nK   I  hf 
I  V  iin^.in      lit  'Ik  liHr  )i    Ui  (  nl  rht  w.hJ  |,  r.'dfh  jf}  tinplfMsC 

<  Ii  ■  viKi-  t  M'iv  •!!.  t.viU  ,it  triijlinri  fhc  ihj,  sui 
M'ln  r  mr,  f'  1  (TiU',  !  I.  I  .f  |(.*tr  rri-.i  h,«hrf  pmi  'uric-i  ih' 
m  ,  li.   um    >    lilt.  (.J  iiv'ii.iT.!    i»i,»r  diiniUH'.  LiiMs   II  he  a.»?v 

miK  fu  u'  I  ,  on.l  j,p.i  lilktU-  ttc  •nuid  ii.il  h  nc  nilko 
li<  1  '  I  II  l"tiii  >■  't  'i     11  mtiii  1  *crc  mJi'tcrriK  'o  pruiv 
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produce  gain>  for  some  » or Ur^  at  the  expense  ol  other 
workers  Those  workers  »ho  keyp  their  jobs  and  receive 
hither  w^ncs  clearK  gjin  The  losers  are  those  workers 
who  are  most  disadvantaged  in  terms  ol  marketabk- 
skirrs.  these  workers  will  lose  their  jobs  .uid  others  will 
not  be  hired  inthetirsi  pla«.e 

This  eMeti  of  the  minimum  wage  law  is  rwdily  seen 
If  we  put  ourseKes  m  the  pla.e  of  a  businessman  and 
ask  If  a  wage  of  $2  M  must  be  paid  no  matter  who  „ 
hired  what  kind  of  worker  does  n  pas  ihe  ttrm  to  hire>' 
The  answer,  in  terms  ot  economk  effioeno  is  for  the 
hrm  to  hire  those  workers  whose  produt^tisitv  is  at  least 
$2  65  per  hour  If  such  workers  are  as ai la bic'n  does  not 
pay  the  firm  to  hire  workers  whose  salue  of  output  is 
only  $2  00  per  hour  Lsen  if  an  employer  were  willing  to 
tram  su^h  a  low  skilled  worker,  the  Jau  that  the  worker 
must  be  paid  an  amount  higher  than  the  salue  ot  his 
output,  plus  training  ^osls.  makes  on-the-job  training  dn 
unattractive  cconomu  proposition 

The  distributional  impaa  ot  legislated  mimma.  that 
IS.  who  bears  the  economic  burden  of  the  law.  is  oj  con- 
siderable interest  As  suggested,  the  workers  who  bear 
the  heaviest  burden  of  the  m  nimum  wage  law  are  those 
who  are  most  marginal  in  terms  ot  their  skills  These 
are  workers  who  emplovers  perceive  as  being  less  pro- 
duuiv?  or  more  costly  to  hire  In  the  L  S  labor  market 
there  are  at  least  two  well  identified  segments  of  the  Ubor 
forte  who  share  this  thatauerisiK  to  a  greater  extent 
than  do  other  «:gments  The  hrst  group  consists  of 
youths  m  general  Thev  are  relatisels  low  skilled  be- 
cause of  their  age.  immatuntv  and  latk  of  work  experi- 
ence The  second  group,  whkh  contains  members  ol  the 
first  group,  are  some  racial  minorities  suth  as  blanks 
and  Hispanics  who  as  a  result  of  racial  dis^rimmatron 
and  other  socioctonoinu  factors  are  disproptirtionaieK 
represented  among  low  skilled  workers  These  workers 
are  nnt  onlv  made  unemplo>able  by  the  minimum  wage 
law.  but  opportunities  to  upgrade  their  skills  through 
»in  iht  )"b  training  are  ses ere K  limited  bs  law 

ll  IS  no  acudent  that  «  «  precisely  these  segments  of 
the  labor  force  who  are  disproportionately  represented 
among  unemployment  statistics  Youth  unemplovmem. 
even  during  relatively  prosperous  times,  js  iwc  to  three 
times  that  of  the  adult  labor  force  BloiK  youth  unem 
plovment  ranges  from  five  to  seven  times  that  of  the 
adult  population  In  some  major  metropolitan  areas  it 
IS  reported  that  black  >outh  unemplovmcnt  ,s  70  percent 


M  ,...,s,drr4hl>  h.^hff  .1  *f  m.luJf  Um^e  hcncfii,  ....h  4.  n,cJK;il 
-nJav..dfni.mur4n.f  V..,4)Vvunfv  v4.  a>,.,n  p^,  j„d  ,hf  t,!,f 
•  Movi  pf,.plf  a.qu.rc  ».uk  kill,  bv  «.ukm^  4!  .uhn.vmjf  -..^cv 
•hktj  ihf  jme  thing  4s  pa>.nji  i(>  'earn  Inc ^pfnoufd  il,M<.r» 
linifrns>  work  4'  **tt-,  »huh  i,c  j  lin>  (r.ui,.,,)  „i  if,Hi  rc^n^cd  K 
iriinctl  JtKlors  li     irun,^  4nJ  irj^K  iliat  In*  .kiikd  ^uuthv  Uom 

p*>  fof  ifamtnii  n,  <ht  i„rm  ot  *,s,k>»,  1,.,  ,  lo*^,  ^^^f  ,„„ 
tnr  thf  mm.  p4f,    jrf  (u.t  „,rp.,t.,nrf  -^nuhr,  „M  .  ,„  ^||..f.l 


JS  IS  the  tase  in  Oakland.  (  jliforma  * 

While  most  people  are  familiat  with  ihe^urrem  sta- 
tistics on  black  >nuth  unemplo>meni  (45  percent)  rda- 
lise  10  white  south  unemployment  (14  percent),  not 
man>  are  awcre  that  this  is  a  recent  development  For 
example,  in  t<M8  black  youth  unemployment  did  not 
differ  significantb  from  that  of  white  youths  For  that 
vear.  blacks,  age  16-17.  had  an  unemployment  rate  which 
was  /f  w  than  whites  of  comparable  age-9  4  pcrcem  un- 
cmplo>ed  compared  ,0  10  2  percent  for  whites  In  {he 
same  period  and  mto  the  earl>  sixties,  black  youths  had 
a  higher  labor  force  participation  rate  than  did  white 
youths 

Faced  with  these  statistical,  facts,  one  naturally  asks 
why  have  labor  market  opportunities  deteriorated  so 
precipitously  for  black  youths?  Could  it  be  that  Amer- 
ican soviet y  was  les.^  ractally  distrimatory  then  as  com- 
pared to  now''  It  would  be  very  difficult  to  sustain  such 
an  argument  in  the  affirmative  Neither  could  one  sus- 
tain the  argument  that  earlier  blacks,  as  a  group,  had 
higher  skill  levels  than  their  contemporary  coumerparts 
The  weight  of  evidence  produced  by  academic  research 
IS  thai  high  unemplo>meni  for  some  population  groups 
IS  directly  related  to  changes  m  ihe  level  and  extern  of 
Coverage  of  the  minimum  wage  law  Nearly  all  econ- 
omists who  have  studied  the  effects  of  the  minimum 
wage  law  conclude  that  the  most  adverse  unemployment 
effects  are  borne  bv  young  workers,  particularly  young- 
minority  workers  These  observations  prompted  Nobel 
Laureate  Milton  f-riedman,  ,»ho  has  also  studied  the 
minimum  wage  law.  10  call  it  the  most  anti-Negro  law 
on  the  books 

Rack/  Discrimination 

The  racial  impact  ol  the  mimmum  wage  law  would 
exist  in  the  absence  of  racial  preferences  on  the  part  ol 
employers  However,  if  employers  have  racial  prefer- 
ences, the  minimum  wage  law  serves  to  reinforct  racial 
discrimination  To  understand  how  this  happens,  one 
onl>  has  to  accept  the  Uw  of  Demand  which  postu- 
lates the  lowf,  IS  Ihe  cosi  of  an  object  of  desire  ihe 
greater  is  us  rate  of  consumption,  and  vice  versa 

For  example,  suppose  there  are  two  groups  of  workers 
who4re  equally  productive  but  differ  in  some  other  re- 
spect Tvpe  \  workers  are  v^illing  to  work  for  $2  00 
per  hour  and  type  Y  are  willing  to  work  for  i2  65  The 
cost  to  the  emplover  of  discriminating  against  type  X 
workers  i>  65  cents  per  hour  per  employee  If.  however, 
there  were  a  law  requiring  all  employees  {o  be  paid  a 
mimmum  wage  of  $2  65  per  hour,  the  cost  to  the  em- 
plover  of  discriminating  dgainsi  type  X  workers  becomes 
z*To'  According  to  the  Law  of  Demand,  given  a  taste 


hla.k  vowfh.  snfff,  moff  it,4n  do  »|,„f  vnuihv  »hfn  thf  mm.mum 
*4jjf  1-.  rai«.fii  With  4  higher  *jgf  rcguiffmcni  c mrl»'>ff >  art  mmf 
^rlcvtivf  ,n  h.rm»  thcv  fa.vc  *nrkfr  guiliiK4i.(.ns  H*iauvc  nl  ttM 

vtitith>  11)  4  urMifr  rxftrfu  th4n  *h)tf  vouih^ 

Scf  biM,„Br4phv  l^.f  4  partial  UMmg     m.n.mum  »agf  ,,„d,f. 
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tor  ras.ial  diNs.ttn)iii4ii ion,  litoic  v^ill  \\  mon.  diHcnnniu 
tion  v»h<.n  iiM.oM  ts  lo^ir 

The  nonon  (hai  t!  in  Noiin.iini.'*  iki<.>«-.jin  U>t  mihk 
individu^K  10 lower  then  [uut  in  indir  fli.u  ^oim  'rjn>« 
atiions  ..an  o....ur  offtndN  ihi  MriMbilitn.-.  ot  niatu  ptn 
pk  Ihese  people  >uppe>ri  Ihi  niinimuni  wj^'e  Ij*  .is  j 
mailer  ol  moral  wornution  rnoii'Jkdb*.  whdi  ihei  ptt 
..en e  equii v  However,  these  pe(ipk  should  know  ihai 
vkhite  rdUM  labor  unions  in  South  \tri..a  aie  .itso  sup 
porters  of  minimum  vkj^s.  Ijms  and  equal  pi\  tor  eqiiai 
>\ork  la*s  for  Mt/<  A  \  The  \j'>v  )<>rk  7//Ht's  reports 

*  Right  **mg  **hiii  uiimns  ici  the  building  trades 
have  s.umpldined  tn  rhc  South  XtrkJii  (lon-rn 
meni  that  laws  reserung  skilled  lobs  ku  whiles 
have  been  broken  down  jnd  shuuld  be  jbjii 
doned  in  tavor  of  e({iijl  pjv  tor  equal  work 
Ijws  The  Liwiserv  all' e  building  trade  hjve 
made  it  ..lear  ihev  were  'lul  nu>liv  jtcJ  b\  ..on 
ean  toi  bijek  workers  but  had  ..unic  to  U-ti  thj! 
legjl  job  reservdtiun  had  been  so  eroded  b\ 
(.lovernmeni  e'xemptions  ih  n  ii  no  lein«ei  pro 
teeted  the  white'  vvoiker  ' 
(N«»»  >orK  r/mt'i,  November      l^J  ) 

One  edli  readilv  see  whv  the  |ob  reserv.ilion  ldv\  v^js 
being  eroded  when  he  res.ogiii/es  tlui  ihe  wjjie  lor  a 
skilled  bla..k  woiker  jvcraged  W  ^.enis  per  hour  jiid  ihJt 
of  a  skilie'd  while  worke'r  jveuged  Si  ^1  per  hour  (  lui 
sirueOon  lirins  naturalU  souahf  to  luercjse  iheir  hirini! 
t>t  hiaek  workeis  Ihe  Se>uth  \trKdti  t.ibor  uniiui  s'jp 
pt»rts  nnniniun>  w^ge  laws  and  equal  p.iv  lor  equal-vvoik 
laws  pfeeeiselv  toi  the  r.uial  etfes!  iuit  thev  produee" 
Thev  sttk  to  improie  th..ir  lOip^H'tltiie  noil  hv  v-ui^ 
Ihe  powers  ot  Ihe  siat..  to  lower  ihe  si^si  laeial  Jis 
..rtminjiioii 

liTio  Benefits  trom  The  Mmimum  Wage  Ian* 

II  one  IS  ..on\in..ed  ihJt  the  nnnitiiuni  wji;^.  law  iijs 
clkxis  siKh  as  Jhusv  di-^,usM.d,  (he  nL\l  qiiesUon  nuis  l»e 
whv  does  ihe  riiinimuin  wage  Ijw  hjvL  ihe  sintng  j>e)li(i..al 
siippon  II  hastradioonallv  enjoveU'  In  general  when  .i  lav>- 
ha<i  Mrong  p<ilitital  supjK>ri  theie  is  a  ptvltiKallv  |»v\t.rtul 
eommunitv  e^f  interests  th.ii  benetit  Ironi  the  Io 
tdennh  this  ..onimunit^  tit  interest^  wc  ask  whjl  yrotipis) 
at  people  expend  the  Ijriiesi  jtnount  ot  tesotir..es  \^^ 
ward  petlitieal  ettorls  to  rjist.  (lie  nunmi'ini  wage  i.iw 
aitet  eMLlld  ilseoverage*  In  the  I  S  it  is  urunibttuouslv 
labe»r  unu'Ms  wh*t  have  been  ih..  iiiiiiiiiiuni  wjge  law  s 
siroMgCst  supporters  Inin.illv.  im  e  ni.i\  be  pii//led  b\ 
siKfi  a  tinding  \Nh«>  should  'abor  'iiiions  be  the  s[ri>riL'esi 
sapptiriers  of  ihe  nnnunuiii  v..jgt  \*heM  iheir  iiieiii 
bers  earn  wa«es  thai  'ar  e  \teeJ  the  leLisl.i'eJ  niiiunu.tii ' 
(  ould  tt  be  rhat  labiu  iinuMis  an  aloiiioi..  people  ^'ih  a 
deep  and  iin.ihKlmg  uuuelii  lor  (lie  less  hitumaie 
among  us  ^ 

InsiL'his  IO  ih.s  \  ^tu"  an'  i:ai!ied  vi 'h  n  wi  ievoL,mM 
ds  eeonotllists  do  that  to:  tuatii  tspviiks  low  ^ktlUd 
labor 's  a  Mf^>Miiij,t'  ioi  liimi  skilltvl  ;abv)[  I  his  nit  iiis 
th».  Iirm''  ean  tist  various  ini\iart.  ot  l.it^or  .jiialiiv  in 
prodiKe  a  iiivcj  itufp.i'  lot  v\.nnpii  suppose  ttui'  a 
ten..o  .Ml  be  prodiKed  '■>v  u-hu'  tnli.t  i>f,  ini'h  AiHul 


worker  or  bv  using  ,hnv  low  skilled  woikeis  II  [|ie  w<ikie 
rate  lof  skilled  workers  is  s-H  tH»per  dav  and  in)  per 
dav  per  low  skilled  work..r  ihe  tirni  whuli  soiigln  te> 
iniliiini/e  ..ost  would  viuplo;  the  hfeh  ^kt^Ud  vN»irkel 
Ihe  reason  is  thai  piodiislion  vi»s!s  witiild  b..  IH) 
eotlip.ited  lei  S^'^tH*  whkh  v.oulil  have  ti>  be  paid  tlir.... 
hiw  skilled  wi>rkiis 

(iiv..ri  these  eondilions  the  high  skilled  Ui^rker  knows 
that  aiiv  wjge  demand  exceeding  S^'^  <H)  per  dai  would 
eosi  him  his  job  Ihe  high  skilUd  worker  wmild  soon 
reeogni/e  ihai  one  ol  the  wav  v  to  iti..rt.ase  his  iiKonie  i-- 
to  advoeate  a  niiruininii  wage  kit  sav  520  iH)  per  dd\  in 
the  terieing  iiidusu v  I  he  arj^unKrUs  thai  the  Ingli  skilled 
worker  eould  use  to  gjin  p»)!itisa!  support  are  those 
tvpK.ilis  Used  bv  labor  unn»us  lo  raise  the  siandatdtil 
living.  '  preve'ition  ot  worker  e\p!oiianon  '  rediue 
poV(.rn.  and  so  loith  \t!er  flu  eiiasitneni  o(  a  iiiii.i 
niutii  wjiit  ut  $J(UM)  pa  dav  ihv  higli  skilled  worker 
Kill  now  deiiund  anv  vuiue  up  ui  >WI  IMi  [Xi  dav  and 
ha\i  a  liigh  probjbihiv  ot  reiaming  his  u»h  51  ilieie 
wi^te  no  ininnmini  w  ji*c,sueh  a  demand  Mould  have  eetsi 
the  high  skilled  wv»'  ker  his  juh  I  lieretor',  regardless  ol 
the  siaic\l  int..ri[ioiis  ol  the  nnninitini  w.ig^  law,  us  eltest 
»s  to  pike  high  skilled  laKir  s  ..oriipelituni  out  ot  the 
niJiket 

Wherhei  the  exjinple  tie  re  j....nraie!v  Je...ribes  ilio 
motives  *it  j|bi»r  unmiis  |.  ni>)  at  issue  I  flesls  ol  he 
havior  do  run  lUeessanb  depend  upon  inieni  ot  be 
IhlMor  kesiri..li\e  pMsliees  pioinoled  bv  unions  Jo 
redkue  eniplovineiu  oppot Uiiniies  aiivi  Itutelore  ihe  in 
..onie  vii  inanv  hits  taa  sugv^esls  thai  .is  a  levjuirx meril 
te>r  pohlKai  su^..ess  an  iiilegLii  pan  ot  iii'  oil  stralie'v 
niusi  ..onidiii  supp<>n  till  var  ous  HKoiiie  snhsijv  pro 
grams  llie  rejsoii  ts -h  ii  ia'ee  nunibeisol  people  with 
ou!  )ob  ijf/i/uKonu  preseiHs  i  dange'ious  siKial  tiuv..de*t 
kec  rheiet.ire.  H  is  likelv  il  It  union-  v»  i|]  kad  the  sup 
pori  hir  iii..k)fiK  siibsidv  puij  ranis  ,tu  ti  as  (v»odv|aiiips 
w^ltare  and  make  work  nian,iuw(,r  piiiiiT»iriis  (  mon 
support  lor  liKsi  programs  inav  ixplaiil  w|u  nnnorities 
and  iheir  poliikal  le'adefs  gne  unions  strong  support 
L  nion  siippoit  N»i  ilie,e  1'ii'giains  i;ivi.  ;)k  tit'itrxwutu 
that  unions  .lie  \\o  niinoi.tv  lt]Us  m  in  mt|xiri,ini  s».nse 
'iiinoMlK's  ale  ..aplured  union  votisinutnts  It  thev  iKi 
not  po!itii.ali\  supputt  union  toah  v..hi..h  put  the'ni  out 
ot  work  HI  ihe  Ills;  pj.ke  the  unions  \m11  nol  siippott 
the  go\trninenl  h.mdouls  tluil  lhe\  reserve  as  a  resiiti  ot 
beiiii!  out  ol  work 

Ineonie  subsjdv  programs  disguise  (he  irue  efte\.t-  ol 
labor  market  re'*.!  net  ions  ^.reaied  bv  union  and  *Mhei 
e..Ollonite  agents  hv  k.as|inv  ..runibs  ti^  those  denied  [ob 
a....Css  If]  otder  to  keep  them  quiet  thereb\  sreaiing  a 
pernianeni  undenlass  \s  Mn.h  the  proe'ranis  sonsiiiute 
a  reillsiitbution  of  iiuonit  troin  thi  so..Kt\  al  large  who 
ne  not  i>nh  taxi'd  more  and  more  lo  supptut  rhes..  prit 
grams  but  pav  higher  and  higher  prodiist  prii^ss  saiis^d 
bv  artif  Kiailv  liiifh  wages 

liie  la..'  ihat  I  s  lahiM  uilion^- en»:aiie  in  resirktivc 
labtn  m.i  e'  p.aiiues  whuli  have  an  aJvet  nnpasi  on 
disadvaiiiak!.d  -ilmikiMs  ,it  iln  labin  t.'r^e  sl).>ulJ  not 
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UM.U...k  hl.,a.  mdnthu  mmonrHMr..n  m.nv  ,oh 
;;''tT  n  r  """"  '   \\-lMn,,on  a„J 

Mhu,  munher.  In  purnn,  oMh...  g.uh  .he.  nlun 
htlu.c  ,„  v.,s.  ,h,„  rciMlor.,  f,,„dK.ip.  vutkf.d 
minorUKxandorfuf  dtx.ujv  tnt.i^.J  »orkus 

Hidel>  Accepfed  MmHx  \bom  I  he 
l^bor  Marked 

V^^»^^  h...  ,Hu.  .M„HKd  K  .  n.mK.  o,  ,nwh. 

^'^nto,  .nu;t.,..„  p.  

an.,       ..u,f..  ,fu,  ,|J  h.m.n  «anr.  tuv.  Ku,  ^..ns 

~ ^i^^^n, a.. ;   r,H,„,j 

.    prK.   heU.Mhu.h,.j  U,..,,,p,, 

-<.r  ..n.  p.op,.    N,„„,  K.nn..,wU. 

"'"n'  -'^Cilnrh.         «,llm.  -  ...pr     rWHK^  per 

^".^Mh.Mv..,md,M,    avM..  rK...  p,,,^,, 
JO  K  urumpl.u.hk      h.^fur  .h.,n  ,h.,t  .vhi.h 
vniH.WMrp.„pk,.,K  imcn)pK»v.ihk 

«''rk.r   .m,..,odp.,r  K,  ,„,p.m.r^f„j,    Knn 

.hu,  ,.,h.  .nd  .o,k  ,1K  .,„K  nMr„k.r     hn..^  h.!.,, 

Ms..{K.,ru.n.  hM^.h.rK  ..nr  


I'piid 


fit 


vfLlsi  in  p„r  (,  p,,^^^ 

»>nlv  1.1  111  iinfL  1^^.  ,  ,  pr     ^  ,  J 
piifi  li  iN.nk?  p,m  , , 
\tith  \„'rf;, 


iv.utipti.  ,.f  •! 
MP  n  irt.  I  r'( 


ii^rt  !(>•    I  JuiMiL  1-1 


P^'-nloHlMMoh  lh.rc,>nocwdcn.M,.M,ppor,;h. 

-  M.'  nun     ,.u  ,1,  j,^^^^,^^^  ^^^^^^^^^^ 

-  f^^dun,u'llK  .nio„K,ip,n,d  mm,Km,  ks^  r{un  om 

'".t(u>n  rnd  uthacar.ou^^4r.  >n  puM^n.  hold,,,. 

'"'V"       L  S  uon<.m  f  h.  our. hd.mn.  uuu 

J  Mihrniimniim  v^a^t  uui.f.s  vsonid  K  thai  ol  ,n 
<-ru»Mnj;  (ou\\  (.*rnpli)Min.nt 

Uuh  S,.o,hcrf,n.r      SUns  pcopl.  arc  ...K.nplouJ 
K.a.h.  .ho  haw  t...  ^k.lKaMdfcujohMiuh},.a..on. 
)  o«  sk.ilv  .vplar,,       «aL.c.  h,.,  .annoi  oxpta,„ 
tinn„p  aMm'n.  I\vpk  arc  qmihf.od  or  unq.ud.f icd  o.,|v 
'n..rda.neson..,rolauuu,so.K  ^a^.  lor  .Nampk 
...rp.nU7  «ho  ,s  .7,,;,/,,;.;^/,  a,  a 

01      (K.  per  hour  inav  ho  r.^qual.t.cd  and  u^Km 
Pl.nahic  a.  a  «a..o.       (K)p,r  hour  Ih.s.dca  apphr. 

ans.h.nt:   \  Soar.  mm.  is  unquahfud  ,o  sdl  for  tho 
s..n)cpn.ea.alVrr.tard,nsuM  Soa.s  .u.r  .(  Kqmr.d 
la«  .O  H.inor,ho.arM  Pn..  a.  a  <  ard.n  m„.  ....kl 
K-  ufumploM'd  (iiRMild) 

Ww/r  W.*.r/n,-"H.^hvou.huncmpl(,vmen(ro 
tfcas  (he  hahv  boom  Ihc  puvt  \Sotld  War  II  u,  " 
Thiv  muh  rcnc.h  a  haM.  misunderstandrnu  of  (ho  laus 
ol  vuppU  and  demand  C.n  en  .i  demand  an  maoascd 
^upph  of  labor  rosuhv  .n  hwsof  pn.es.  not  unompiov 
mcnt  I.  JUS,  happens  that  ,n  I  S  lah(vr  marker.,  pri.cs 
are  prov.nted  trorn  ad)Us(,nR  to  (hose  u>hMs(onr  «uh 
lull  oniplovmcnr 

Wvm  Stonh,r  S.,  'W  ,j,.p,,,j  ,^,on,a(,on  u  ,ho 
-^use  ot  h,L-h  unemplosmcn.  rates  tor  a  lar^o  souor  or 
Jho  labor  Mr..  Hn.  ms (h  rcOc.,.  amnesia  and  ,h. 
it.mp  ot  UKu  falla.v  f.rs..  hi.^her  rolatiso  ^ago^  arc 
rfiejrtcfuiu.ootau.omat.on  \N  hen  ^^a>;cs  ris,  rola.ivo 
|o  capital  (irnis  has,  m.enn.cs  to  snbstitute  .apital  lor 
fah,.r  (  or  c^^mpIe.  ^^hon  elevator  operators  ncizotiated 
a  «a>.c  rato  .hat  evceeded  thnr  produdt^  itv  a  fen  vears 
fator  «o  .ai^  ^ide^road  msrallation  of  automata  olesa- 
■nrs  V\  hen  tomato  pu  kors  «oro  brought  under  (ho  mini- 
mum vsa.o  la«  later  sa«  vMdovprcad  ii^e  ol  tomato 
haruMinK  r„achmes  As  (he  <  aldorn.an  Jarm«orkor. 
orEam/o  and  secure  h.^hor  «ajje.  «onnu  see  .he  tn.ro 
duu.of,  ol  .rip,  pKkmjj  and  stra.vberrs  pukrn^  ma 
Lhmcs 

Sc,o,ul  th.wmihisa.Mxampk  n|  the  lump  ot  labor 
allao  bccaus.  i,  a.^or..  .hat  mmc^is  has  no  use  tu.  ihc 
i.»bor  displaced  hv  maJmurv  Uo  haso  ilroadv  do 
bunked  thi^  tnwh 

\hfh  \u,nh,rse^,n  -  rhcniinunum  «a^,  tj«  an 
an..povcr.s...ap>n  If  .hu^ero  rru.  vsc  ^^ould  haw 
,r,.tan.  .oht.on  (o  the  «odd  s  posertv  and  under 
dcvclppn.oni  ^^nuld  ,ns(  advise  countries  ,o  r.w 
thci'  in.mmum  ^a.-o  I  ho  vd  tac  ol  Injsmo.  ,s  that 
ioi^  sk.lkd  vsorker.  ar.  no.  so  nuuh  underpaid  as  ihov 
are  undcrsk.licd  I  ho  «av  to  help  thun  and  as  «cil 
pn.vf  nuntrKs  IS  to  make  ihom  more  prodiiUivo  tt  ,s 
-llMlot  bediMlc  «!th..  stroke  o(  (ho  kv.slads  e  p,f, 

\fuh  Suo,f„rn,h.  -  Hii-hunomplmmen-ol  .„nu 
ofv  Ma.^sis  JiK  to  loKirovin,  t.Mhosiihurb  /a,r 
'he  fai'  .  nf  hiKk  ...  wfuti  ii.Hmpkvvnunf  in  Mihurbm 
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areas  (the  (hai  have  large  bidtk  fH)pulditonH)  is  vers 
similar  lo  ihc  raiio  of  bldU  lo  white  urK-mploMiieni  m 
theiiti*s 

The«  .»nilman%  mhcr  labor  markci  ni\ih«.  hasc  num 
tamed  their  pi,pilarnv  down  ihrt.ugh  the  jji. .  pnniaiiK 
because  ihcv  hasc  been  ncIi  sersing  lopjrtkuhr  rnim^t 
groups  and  bciauM-  mans  ^-tropic  arc  de^eni  ind  per- 
suaded bv  morjl  a  guinet  i  .ebunkim  ot  these  msihs 
IS  an  ir.portani  mgredreni  UiwardN  i)ie  solution  ol  uii 
cmplovnieni  and  p*)scrts  for  targe  segments  ot  Anier 
Kan  siH-ietv 

Otiwf  LcKal  Resirkttons  on  fAronomic 
Opportunii) 

The  rrnnimum  wage  law  is  onlv  onr  among  "Mmv 
forms  of  goscrnmem  ba^ed  rcMraooiis  or  collusions 
whose  adscrsc  el  leas  are  disproptiriionateh  borm.  bs 
low  skilled,  piHir  people  Licensing  la*s  whik  hasmg 
some  so«.ial  -nent.  limit  cnlrs  into  businesses  and  irjdcs 
and  hence  reduce  cmplosneni  opportunities  Resinaed 
enirs  also  has  the  eltcit  ol  causing  prues  and  incomes 
in  ihe  litrnsed  aciisiis  lo  be  higher  than  otherwise  wouU 
be  the  case  The  laiier  ef  led  helps  explain  whv  in^im 
beni  praoiittoners  (and  not  consumers)  most  trcqueniK 
lejdthc  inosem'-ni  io*ards  ihe  licensing  ot  a  partkular 
aitisit'  Omean  a>.tisi!s  is  licensed  ihc  irjde  asso>.iation 
hjs  real  enfor«.emen«  p^iwers  bc«.juse  ttiosi  ol  ihe  ttme 
the  members  of  tbe  state  Ikcnsing  boards,  .ire  tn«.umbent 
practitioners  in  tbe  licensed  Jk.tisii  s 

The  relesan«.e  of  licensing  to  the  disiussum  of  uncnt 
plosmeni  isihal  it  is  a  lorni  of  matkci  eni.s  rcsirution 
thjt  piodu^es  effects  harmlul  lo  the  disadsantjged  \  or 
example,  ihe  taxkab  business  is  one  tn  which  There  arc 
relaiiscl>  tow  skill  and  «.apital  rcguiraiieiiis  lo  bctom*. 
an  owner  operator  It  is  one  where  a  likratise  uKomc 
,.an  be  earned  Bli  panicipaiion  bs  mam  would  be 
iranii  is  severel>  limr.ed  bv  law  Some  «.iiies.  mosi  noi 
abU  New  York,  icgiiire  thai  a  *ould-be  laxi  owner  pur- 
thasea  medallion  (license i  for  eath  laxi  owned  In  Ncv^ 
Yoik  (.  Its  this  license  ^osis  $52.0fH)  00'  (  hicago  Bj|m- 
more.  Boston  arid  mans  other  uiiesremurc  ihc  pas  mem 
of  fees  from  $18.{)0()  upv-ard*.  There  is  no  social  jusn 
tkanoti  foi  such  high  Ices  Ihe  hiith  fccs  scrsc  to  ex 
dude  new  enirs  and  toiiler  nionopt»K  bcnehis  on  m 
tumbeni  owners 

t\  tonirasi.  >^ashingioti.  U  C  lus  scrs  nominji  fees 
for  enirs  One  car  ->*n  and  operjte  a  taxi  in  Wash- 
mgton  tor  fees  which  total  under  S2<X)  (K)  Washington 
as  a  consequence,  has  not  onlv  lower  fares,  higher  qualiis 
scrsitcs.  hut  blacks  a*,  a  percent  ot  t  .e  pispulatum  who 
o»n  laxis  are  I  he  highesi  ot  Ameruan  ciiies 

CONtttSIONS 

space  limitations  preclude  the  discus<ion  o\  hteidllv 
hundreds  of  gosernment  imposed  resinctions  on 
market  enir>  The  cost  o!  these  restrictions  are  not  onls 
in  the  lorm  of  reduced  economic  opporruniucs  tor  the 
disads  aniaged  The  tosi  is  also  borne  bs  American  Qua 
consumers  and  taxpavers  Market  enirs  restrictions  re 


du».c  emplosnuni  c>pporiiinitic^  and  Viiurkans  is  las 
pjsers  are  nKtcasmgls  'jxcd  i»>  piosid^  mkoii.c  !or 
those  denied  jobs  \incrieans  a-  eonvunufs  pjs  ^^Mn 
through  irilljicd  prices  lor  k!o\Hl^  and  scr\  Ke- 
lt Is  J  tjei  ot  histors  th.u  ihcu  I  isc  hccri  nums  dc 
spised  niinorils  gr-^iips  who  c.iiiic  to  our  eiiits  and  quiekis 
entered  the  mainstream  ol  Amcriean  soeitts  <•«  ma\st' 
Ihc  mosi  recc'tii  niigrjnis  to  our  uties,  blanks  and  His 
pjnicN,  base  not  as  readils  done  so   llie  most  iratK 
element  ol  their  plight  is  thai  stKieis  mas  come  lo  skw 
their  diflKulis  (in  spue  ol  the  billmn^  o\  doMjrs  spent, 
in  spite  ol  cisil  tights  legislation,  in  spite  ol  the  thousand, 
ot  eases  of  eisil  rights  hiigjtion)  as  group  ineompercnee 
jnd  js  such  the  mosi  ueist  etcrncnis  ot  soeiets  will  luse 
their  prophecies  reali/cJ  No  one  cser  ..onsidcrs  that  an 
important  d.lferenee  bet w e'en  earlier  migrants  and  lo- 
das's  isihjt  other  cthme  groups  earne  to  our  eit.es  when 
we  hjd  a  trecr  scKicis  Thcr\  were  not  as  nuns  laws 
restrietmg  mjtket  entrs  atid  opporiunits  In  seeking  rhe 
solution  to  the  ditfieulls,  bardls  ansone  jeknowledgcs 
that  mans,  it  not  most,  ol  the  problems  oneotinterod  b^ 
lodas's  niinonties  aredut  lo  the  eseesses  ol  gosernment 
influenced  bs  poliiiejlls  powerlul  interest  groups  X\  .sc 
groups  in  the  pursuit  ot  thiMt  mie'rests  eontribute  to  the 
enae^ment  ot  laws  wineh  spell  di^aMcr  tor  some 
Vmerie  jns 

1  jrgue  that  il  we  Iro/e  or  aholishv  J  nimimum  wjte 
legislaiion.  redueed  restrieii  e  lieensuiit  redueed  tabor 
union  motiopi)h  and  reorganized  the  dehsers  ot  eduej- 
tton.  m  0  halt  ecnturs  there  would  be  no  blae^  -  His- 
panK  "problem"  )usi  as  there  is  no  Japanese.  (  hinese. 
Jewish.  Polish  or  other  mimigrjnt  prob'en.  These  earlier 
imnifgramv  *a»-  abk  lo  jjei  a  foot  on  the  ..*eoiiomie 
Kidder  jnd  progress  upwjrds  \\ hjt  llie  v<Mers  hjsdoiie 
through  resirutise  laws  is  reniose  the  boitom  runes  on 
the  eeonomu  ladder 
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MEMBERSHIP  RESPONSE  TO  MINIMUM  WAGE  ^SSUES 


HAMPATE  QUESTION 
391 


Arc  you  for  or  aglnsC  an  Increate  In 
the  Federal  Mlnlaua  Wage^ 

39J  Are  you  for  or  against  youth  cxeaptlon 

froa  the  alnlaua  wage  l/tr^  for  16-19 
year  old  workers'' 

405  Do  your  favor  or  oppose  axaaptlng 
from  the  alnlaua  wage  all  businesses 
vlth  Itss  than  $750»OOO  In  annual 
gross  salas? 

406  Do  you  favor  or  oppose  paying  workers 
In  public  jobs  programs  the  alnlaum 
wage? 

Do  you  favor  or  oppose  a  rollback  of 
the  scheduled  alnlmum  wage  step  In- 
creases to  5.5  percent  for  each  step 
Increase'^ 
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662 
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^27  00  you  favor  or  oppose  def-'rrlng 

Indefinitely  the  mlniaus  wage  in- 
creases scheduled  to  go  Into  efi^c'' 

In  January  19817  75^5 

432  Do  you  favor  or  oppose  creating  a 

lover  ainlmum  wage  for  teenagers  anct 

students?  8QZ 
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Mr  RousH  Mr  Chairman,  I  will  be  very  brief 

The  materials  that  I  and  others  have  submitted  for  the  record 
overwhelmingly  support  the  idea  that  the  minimum  wage  require- 
ments should  be  loosened,  particularly  for  young  people  Economic 
theory  and  empirical  evidence  both  conclusively  show  that  the 
minimum  wage  creates  a  class  of  unemployables  But  rather  than 
repeat  the  lessons  of  Economics  101  or  the  results  of  numerous 
empirical  studies,  I  will  just  slate  the  situation  in  one  sentence 

No  prudent  individual  willingly  pays  more  for  something  than  it 
is  worth.  Another  way  of  saying  the  same  thing,  given  today's 
harsh  economic  environment,  is  that  you  do  not  buy  what  you 
cannot  afford.  Unfortunately,  it  is  the  services  of  unskilled,  inexpe- 
rienced teenagers  that  small  business  are  increasingly  unable  to 
afford  because  of  the  minimum  wage  Unskilled,  inexperienced 
teenagers  typically  do  not  yield  in  productivity  the  legislated  cost 
to  the  employer  of  hiring  them 

The  minimum  wage  is  an  injustice  to  consumers  and  employers, 
but  particularly  to  teenagers  An  overall  teenage  unemployment 
rate  of  IH  percent  is  nothing  short  of  disastrous,  and  a  minority 
teenage  un  .employment  figure  of  around  40  percent  is  verging  on 
criminal  No  humane,  concerned  person  should  oppose  any  propos- 
al that  has  the  least  chance  of  turning  these  faceless  unemploy- 
ment statistics  into  real-life,  productive,  working  citizens 

ffxr  Chairman,  the  National  Federation  of  Independent  Business, 
representing,  as  I  said,  the  majority  opinion  of  r);^9,000  small  busi- 
nesses, including  14.S,000  in  the  retail  and  food  service  industries, 
o5,000  in  general  construction,  and  60,000  in  manufacturing,  would 
like  to  recommend  the  enactment  of  some  form  of  a  youth  opportu- 
nity wage,  preferably  the  simplest,  most  easy  to  understand  and 
implement  proposal  possible,  particularly  the  one  you  have  intro- 
duced in  S  ()r>8 

In  addition,  since  small  businesses  are  where  teenagers  and 
other  marginal  workers  most  often  turn  for  a  job — for  example,  in 
li)77  more  than  two  out  of  three  teenagers  worked  for  small  busi- 
nesses and  of)  percent  of  all  employees  worked  for  small  business- 
es--we  would  like  to  recommend  for  your  consideration  a  broaden- 
ing of  the  existing  small  business  exemption  from  the  minimum 
wage  law  to  bring  it  more  in  line  with  the  pre-l%H  form;  that  is, 
we  would  like  to  see  it  expanded  so  that  all  businesses  with  less 
than  $2  million  in  gross  sales  are  completely  exempt  from  the 
minimum  wage  law  The  current  exemption,  as  you  may  know,  is 
for  rcViil  and  service  industries  with  less  than  $.*]2.'),000  in  gross 
sales  But  prior  to  VM\i\,  the  level  was  $1  million,  and  w^e  would  like 
to  see  it  brought  closer  into  line  and  adjusted  for  inflation  to  that 
number 

Even  on  a  trial  basis,  either  or  ooth  of  these  ideas  ought  to  be 
tried  in  the  name  of  compassion,  if  not  in  the  name  of  economics. 

That  is  basically  it.  Mr  Chairman  I  would  be  happy  to  answer 
any  questions  at  the  appropriate  time. 

Senator  Nk'ki.ks.  Thank  you  Are  your  guests  owners  of  small 
businesses*' 

Mr  Roi'SH  Yes  I  v\ill  go  to  Mr  Thorn  first,  if  it  is  OK  with  you 
Senator  Nu  ki.es  Ma\  I  ask  them  questions? 
Mr  Rousn  Certainly 
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Senator  Nickles.  Mr.  Thorn»  I  will  ask  you  a  question  How 
many  people  does  your  business  employ*^ 
Mr.  Thorn.  We  have  a  total  of  four. 
Senator  Nickles  Four? 

Mr.  Thorn.  It  is  a  small  employment  placement  business. 
Senator  Nickles.  Do  you  pay  minimum  wage? 
Mr.  Thorn.  No,  sir. 

Senator  Nickles.  Do  you  pay  more  than  the  minimum  waee'^ 
Mr.  Thorn.  Yes. 

Senator  Nickles.  If  we  enacted  any  or  all  of  the  laws  we  are 
talking  about,  do  you  think  this  ^rould  enhance  the  likelihood  that 
you  would  employ  more  people? 

Mr.  Thorn.  No.  I  have  no  personal  ax  to  grind  on  whether  the 
minimum  wage  goes  up  or  down  other  than  how  it  would  impact 
employment  or  wages  as  a  whole.  My  primary  experience  with  the 
minimum  wage  is  through  my  contact  with  employers  for  whom  we 
work,  and  I  can  report  what  my  perceptions  would  be  of  what  their 
actions  would  be  in  working  through  us.  We  do  not  place  people  in 
minimum  wage,  simply  because  people  in  minimum  wage  are 
either  low  skill  or  no  skill  or  no  experience,  and  no  employer  is 
going  to  pay  a  fee  for  us  to  find  him  a  low-skill  worker. 

As  a  result,  that  low-skill  worker  really  has  nobody  going  to  bat 
for  him  or  trying  to  find  him  a  job.  Now,  I  submit  that  the  public 
employment  service  is  charged  with  that  responsibility.  They  have 
so  many  responsibilities  spread  across  the  board  that  they  are  not 
able  to  focus  their  full  attention  on  the  low  skilled.  It  is  a  lot  easier 
__to  place  a  computer  programer  than  it  is  to  place  a  LOth  grade 
dropout  with  no  experience. 

Senator  Nickles.  Mr.  Burkhart,  would  you  tell  us  a  little  about 
your  business  and  what  this  would  do  or  not  do  to  your  business? 

Mr.  Burkhart.  Well,  in  the  past,  I  have  always  hired  employees 
through  the  distributive  education  programs  in  our  local  communi- 
ty. Smce  the  last  two  increases  in  the  minimum  wage,  I  have  had 
to  cut  back  on  the  number  of  young  people  I  employ.  I  now  hire 
adults  on  a  part-time  basis,  as  I  can  get  the  maturity  for  the  same 
price. 

These  increases  have  also  caused  us  to  cut  back  on  the  total 
number  of  employees  and,  of  course,  we  regret  this  very  much  The 
pleasures  of  working  with  young  people  and  teaching  them  and 
seemg  them  develop  and  move  on  to  colleges  and  universities  and 
become  young  adults  in  our  society  are  missed  by  us. 

I  think  we  need  some  assistance  in  the  area  of  a  subminimum 
wage. 

Senator  Nickles.  Who  needs  assistance  more?  Do  the  young 
people  need  it  more  or  the  businesses?  A  lot  ct  people  are  saying 
f.'iJt^^^"  ^"''^  ^^"^^'^  company,  but  I  have  not  heard  many 

AYZ  companies  comni^r  forward  and  saying,  "Hey,  this  is  Koing 
to  be  a  great  benefit  to  us.'' 

I  see  the  real  economic  benefit  going  to  the  person  that  cannot 
tind  the  door  to  economic  opportunity. 

Mr.  Burkhart.  Well,  as  I  said,  we  use  young  people  through  the 
nigh  school  profjrams.  Since  the  wages  have  been  raised,  I  have 
terminated  four  employees. 

Senator  Nicklks.  Young  or  old*^ 
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Mr.  BuRKHART.  Young  employees.  I  also,  as  I  said,  use  the  older 
people  now  because  I  have  to  pay  the  minimum  wage.  As  Senator 
Williams  mentioned  a  while  ago,  I  have  a  permit  so  that  I  can 
work  six  full-time  students  at  85  percent  of  the  minimum.  I  do 
have  a  permit,  and  I  use  that  permit  for  some  of  them  now. 

Senator  Nickles.  Have  you  found  that  permit  to  be  bureaucratic, 
or  a  nuisance? 

Mr.  BuRKHART.  Well,  there  is  paperwork  involved;  you  know, 
timesheets  have  to  be  kept  to  make  sure  you  do  not  work  more 
than  six  per  day. 
Senator  Nickles.  Is  that  a  hassle;  is  it  worth  the  difference?  I  am 

an  employer  too  and  I  do  not  

Mr.  BuRKHART.  Most  of  mine  make  minimum  wage,  with  the 
exception  of  the  6  on  the  permit.  So,  I  basically  have  14  making  the 
minimum  wage,  and  then  6  that  are  not. 

Senator  Nickles.  Mr.  Roush,  you  work  for  the  NFIB,  is  that 
correct? 
Mr.  Roush.  Yes,  sir. 

Senator  Nickles.  You  represent  thousands  of  small  businesses  of 
small  sizes.  Do  these  businesses  have  under  100  employees? 
Mr.  Roush.  Our  average  member  has  11  employees. 
Senator  Nickles.  Do  you  have  a  very  strong  belief  that  if  we 
were  to  adopt  the  bill  which  I  have  proposed,  which  would  exempt 
persons  under  the  age  of  18  from  the  minimum  wage,  you  would 
see  an  increase  in  the  number  of  jobs  or  a  displacement  of  people 
who  are  presently  in  the  system? 

Mr,  RousH^From  our  own  internal  information,  I  am  convinced 
that  we  are  talking  about  new  jobs.  In  1977,  this  employment 
report  that  I  have  submitted  for  the  record  investigated  new 
hires— who  they  were  and  how  much  it  cost  an  employer  to  hire 
them— and  how  many  applicants  he  had  for  any  given  job  at  any 
given  wage  level. 

For  the  unskilled  manual  and  sales  categories,  where  typically 
teenagers  are  employed,  and  typically  temporarily,  there  were 
almost  four  applicants  for  every  job  at  that  time.  This  summer,  we 
are  going  to  be  doing  a  followup  study,  which  hopefully  will  bring 
into  sharper  contrast  the  fact  that  we  are  talking  about  new  jobs. 

In  addition  to  that  kind  of  systematic  research,  we  have  anecdot- 
al information,  letters  we  receive  from  our  members,  and  these 
pollings  that  we  do  just  on  "pro"  and  "con."  These  six  issues  that 
we  polled  are  over  a  period  of  4  or  5  years,  and  they  are  always  90 
percent  in  favor  of  reducing  the  minimum  wage.  They  always 
generate  letters,  of  course,  when  we  poll  them,  and  all  of  that 
evidence  is  that  it  would  create  new  jobs,  particularly  for  young 
people. 

If  I  might.  Senator,  the  program  that  Senator  Williams  indicated 
is  not  being  used— the  student  certificate  program— the  figures 
that  I  have  do  not  tell  me  that  it  is  not  being  used;  they  beg  to  be 
further  investigated  For  instance,  in  1977,  in  just  the  retail  and 
service  industries  alone,  19,000  of  those  certificates  were  issued.  In 
the  last  fiscal  year— again,  just  in  the  retail  and  service  indus- 
tries—30,000  of  those  certificates  were  issued.  So,  it  is  not  clear  to 
me  that  the  program  is  not  being  used. 
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Senator  Nickles.  I  personally  have  serious  reservations  about 
looking  into  that  program  and  seeing  all  the  redtape  that  is  in- 
volved; I  can  see  a  lot  of  employers  taking  a  peek  at  it  and  saying, 
'*No,  it  is  not  worth  the  hassle.* 

I  might  ask  you  another  question.  You  indicated  something  that 
very  closely  paralleled  a  point  I  made  in  my  opening  remarks. 
Basically,  I  think,  many  people— I  do  not  want  to  paraphrase  and  I 
will  let  you  restate  your  words— many  16-  and  17-year-olds,  with 
their  limited  skills  and  limited  exp>erience,  et  cetera,  are  not  worth 
$3.35  an  hour  or  $134  a  week,  and  therefore  that  is  the  economic 
consideration. 

Let  us  say  they  are  worth  $100  a  week,  or  $2.50  an  hour,  and  in 
a  very  marginal  business,  maybe  that  can  be  determined.  A  lot  of 
small  businesses  may  not  be  able  to  pay  the  difference  between 
$100  and  $134,  not  to  mention  the  added  cost  of  matching  social 
security,  etectera. 

Do  you  think  that  difference  is  the  real  limitation  and  is  closing 
the  door  of  employment?  It  is  economic  reality  that  16-  and  17- 
year-olds  who  are  prohibited,  by  the  act  we  are  discussing,  from 
working  in  industrial  jobs,  et  cetera,  do  not  have  those  skills  and 
perhaps  should  not  be  in  the  same  ''base,  protective  minimum 
wage"  level  as  adults? 

Mr.  RousH.  Yes,  sir.  Although  it  has  been  characterized  in  the 
past  by  people  opposing  change  in  the  minimum  wage  as  somehow 
lacking  compassion  or  lacking  in  humaneness  to  talk  about  people 
not  being  worth  $3.35  an  hour,  the  question  is  not  whether  the 
people  are  worth  $3.35  an  hour;  it  is  whether  their  skills  are  worth 
$3.35  an  hour. 

All  of  the  evidence  we  have  from  small  business  owners,  who 
hire  most  of  the  teenagers—show  that  their  feeling  is  that  they  do 
not  get  back  in  productivity  the  $3.35  that  it  costs  them.  It  is  as 
simple  as  that.  It  is  hard  for  me  to  understand,  frankly,  somebody 
who  cannot  understand  that. 

Senator  Nickles.  Senator  Williams,  do  you  have  any  questions? 

Senator  Williams.  Yes.  thank  you. 

I  nc  •.  in  your  statement  that  in  response  to  your  polling,  21 
percent  were  registered  in  opposition  to  the  subminimum  wage. 
Mr.  RousH.  Yes,  sir. 

Senator  Williams.  Did  you  follow  up  to  get  any  reasons  why 
they  opposed  the  idea  of  a  subminimum  wage? 

Mr.  RousH.  Not  in  a  systematic  way  In  this  report  that  we  did 
on  employ. ntnt,  there  was  some  investigation  of  that  nature.  It 
seems  to  indicate  primarily— and  I  am  speculating,  frankly— that 
people  who  were  opposed  to  it  were  people  who  do  not  deal  with 
minimum  wage  workers,  and  there  are  those  high-tech  firms  in  the 
small  business  community  that  do  nut  ha'^e  dealings  with  these 
kinds  of  people;  they  have  no  need  for  this  type  of  employee.  That 
is  the  only  thing  I  can  soeculate.  Then  there  are,  of  course,  people 
who,  jus^  for  philosopliical  or  moral  reasons,  or  whatever  reasons, 
oppose  it.  and  I  would  assume  that  they  compose  part  of  that  21 
percent. 

Senator  Williams  On  the  student  certification  program  for  the 
subminimum,  I  do  riC+  believe  I  said  that  it  is  not  being  used.  I 
wanted  to  suggest  tha'.  its  acceptance  has  been  negligible  in  terms 
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of  the  opportunities  that  are  offered  which  suggests  tu  me  that  it 
does  not  impress  itself  as  that  degree  of  critical  need  that  propo- 
nents of  the  subminimum  s  iggest. 

We  have  always  thought— and  as  a  matter  of  fact,  I  have  thought 
this  since  1972  when  the  thought  became  indelibly  impressed  on 
my  mind— that  there  are  certain  areas  of  industry  that  were  par- 
ticularly eager  to  have  an  opportunity  to  employ  people  at  less 
than  the  legal  minimum  wage.  The  fast  food  industry  has  over  the 
years  since  1972,  strongly  indicated  that  their  kind  of  operation 
lent  Itself,  in  their  terms,  ideally  to  employment  opportunities  at  a 
subminimum  for  youth. 

I  was  surprised  when  I  learned  that  the  fast  food  industry  as  an 
industry  and  their  major  participants  in  the  industry  indicated 
that  that  is  not  the  case  this  year 

^  Mr.  RousH.  Mr.  Chairman,  that  is  one  of  the  reasons  I  cited  that 
figure  of  14:^,000  of  our  members  that  are  in  the  retail  and  food 
service  industries.  Our  contention  is  that  despite  what  some  of 
those  industry  representatives  say,  we  probably  represent  more  of 
those  kind  of  businesses  than  they  do,  and  our  members  would  like 
to  see  a  subminimum  wage. 

Senator  Williams.  There  is  just  one  other  point,  and  this  will  be 
dealt  with,  I  think,  by  Mr.  Kirkland  later  on.  A  true  bonanza  of  tax 
credit  now  exists  for  the  employment  of  certain  categories  of 
people,  including  youth  from  the  disadvantaged,  low-income  fami- 
lies, and  it  is  rarely  utilized. 

It  just  inipresses  me  that  you  can  theorize  a  great  result  from 
the  subminimum  wage  in  terms  of  new  employment  opportunities. 
But  we  have  to  look  at  whether  these  opportunities  will  in  feet, 
follow.  There  are  so  many  unemployed  now  from  all  strata  of 
society  that  I  am  wondering  whether  we  would  get  any  significant 
employment  oportunities  out  of  a  youth  subminimum. 

Mr.  RousH.  The  job  tax  credit  you  are  speaking  of— we  polled  our 
members  on  that  before  it  was  considered,  and  they  substantially 
rejected  the  idea  before  it  was  implemented.  They  were  telling  us 
that  they,  in  fact,  would  not  use  it,  and  I  think  that  history  has 
borne  that  out. 

Perhaps  Mr  Burkhart— I  do  not  know  if  he  is  even  aware  of  it  as 
a  small  businessman.  But  if  he  is  aware  of  it,  I  doubt  that  he  uses 
it. 

Mr  BuRKHART.  I  am  aware  of  it,  but  I  do  not  use  it. 

Senator  Nickles.  Senator  Kennedy  or  Senator  Quayle,  do  you 
have  any  questions? 

Senator  Quayle  I  just  have  one  question  that  maybe  has  already 
been  gone  over. 

Do  you  have  any  data— and  maybe  you  have  it  in  your  statement 
and  I  have  not  had  time  to  read  it— on  this  displacement  issue? 
There  seems  to  be  an  argument  that  you  hear  time  and  time  again 
that  if  a  subminimum  wage  is  adopted,  there  is  going  to  be  dis- 
placement; that  they  are  going  to  hire  young  people  in  place  of 
adults 

Do  you  have  any  information  that  you  can  share  with  the  com- 
mittee on  that  particular  issue? 

Mr.  RousH.  At  this  time,  internally  generated  information  on 
our  own  research,  we  do  not  have.  By  the  end  of  the  summer,  we 
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expect  to  have  some  because  we  have  commissioned  an  employ- 
ment study;  it  will  take  that  long  to  complete. 

The  only  inforniation  we  have  is  anecdotal  information  from 
members  hke  Mr.  Burkhart,  who  tells  us  that  he  wili  not  be  firing 
experienced  workers  to  hire  inexperienced,  subminimum  workers 
I  hat  is  the  only  kind  of  evidence  we  have  right  now— anecdotal 
information. 

Senator  QuAYLE.  Do  you  have  any  information  as  to  the  tax 
credit  or  the  wage  subsidy  that  we  have  in  place  now;  that  there 
has  been  any  displacement  and  that  there  has  been  a  bias  toward 
youth  and  away  from  adults? 

Mr.  RousH.  We  have  no  information  on  the  tax  credit 

Senator  Quayle.  You  do  not  have  any  information? 

Mr.  RousH.  I  do  not  think  many  of  our  members  use  it  at  all 

Senator  Quayle.  Thank  you,  Mr.  Chairman 

Senator  Nickles.  Thank  you,  gentlemen.  We  appreciate  your 
interest  and  your  testimony  on  behalf  of  the  subminimum.  I  am 
going  to  call  that  the  youth  opportunity  wage,  not  the  submini- 
mum. 

Mr.  RousH.  Thank  you,  Mr.  Chairman. 
foKl  ^^^^^^^'^  statements  of  Mr.  Roush  and  Mr.  Burkhart 
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Mr.  Lhu.rn.n.  1  ar,  Mcn.el  Kousr,,  Us„i.t.v.  Representee  .ve  for 
L^e  rational   Fec^ratiun  ot   Inyepenuenc  tsu^ine^^  (NFIb)  .     1  ^s. 
Please,  t.  have  thl,  opportunity  to  te,st.,y  concer^in,  youtn 
.=>H.y..ner,t  a.,  pos.i.le  change,  in  tne  F..r  Labor  Standaras  Act. 
«cco..panyin^  ..e  todav  are  t.ree  n  e„,t,er.  „f  the  NUB.     ihey  „iU 
testily  concerning  th.it  o.n  .a.u.e.ses  and  ho.,  cnan.es   ,n  t.e  Fair 
Labor  Stannaraj,  Act  would  afie^t  tn*.:?., 
lb  i'Uniuus-  \dKe  Position 

br.aii  ous:nes..s  are  part:cuUri>  v.ctnr.zed  oy  tne  current 
hostile  econonic  env  i  rur.n.ent  .     Tnev  are  unatU-  to  absoru  che 
na..erous  co.ts  ,hac  re.uU  t  ro.  infi.t.on  .no  rugh  interest  races, 
consequent...  .n  .nuru.rateiy  l.r.e  nu.ber  are  ,-.,..„g  ano 
relative!;  tew  ,eu,.ic  are  .bie  to  ^tart  new  t>us  inesi.es. 
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taj,inesses.  c.:>ct-,,  ruTberip^,  over  naii  u  -illiun  inuepenuer.t 

businesses,  drtr  ci"on^  ticst  iiri     d.o^  t   l^jruene  3  uv  IjL.r  .osCs. 
br.idU  trrplovjr-s  huvt-  ^tcn  fv>r.eo  to  ijy  pt-ople  oft  ^  r.L'nt' v-r  w^^'e 
rates        u^.     Ar.  in^reafir/     j«  t   rate,    LnerL-frre,  nj  .  t  vvcept  lor  .it  a  e 
c  insequtnc.  •>  iu^nr  j -;  ^.ei  I     s  ror  tj     i  nt.vss  . 

uisin_   Idiot  uu^Ls  n.-ivt  c...  .(.t.U.-:       ^i]    business!  en        cut  b^i^t- 
on  service.-,  dnd  p^r.jouci  rjujiity  ds   .eii  ds   ijbor.  Larger 
cornet  itors  wn-.  .ir-  Letter  -ibit;  to  ^.is ,  op   tne   increase!  cn^ts  ao 
HMt  bdvc  to  cj.  or-'  the^e  dsi.ects  of  tnt-ir  businesst^s.  The 

re-suK   IS  tnji  >,  ,u.i,   id'.vr  intt^n-ivc  i  1  r  oiiiicuitv 
coT.petir^  witr,  ijr^cr  .  o'-pt  1 1 1  ..rs  .     ,  t  t  ls  i  ook  at  t  ne  c  i  Icn-.d 
tf.c<,unLtre  '  ov  ^-iU  :.u>  1 . -;c  s  c^.'i.r.-ten  with  j  itr^isl.jteo  .iniL^u'. 


'  1  I  P  J  ti    1  Mv.  f;-*  t_   b  t^c  t'Tien  t 


.1:  pro  <  J -.,t  I fro    ..^twn   inco-tf  s  t  Jt^reni:^  . 

t  U  ^  I  i 

,u-t.-onL  r-j  the     ir  1,  UT  Aj^e      ;.ot  nt.- 1  ^  ^.1 1   Inco-e  htate'^ent 
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Assume    J  u     \.  i^K>   iPLfej-,^-  resuiis    in        extr^  cost   lo  an 

L  ployer  oi  $x  .  -  ;s  per  ve.ir.     TntTt  dre  lour  h.isi:  u^ys  this 
.jO'I  1  L  1  {>n<J  i   cost   i.rfr,  be  .jusorued 


1.     loc  riL     „  ,1^.  ,.js>  the  coi,t.  un  to  the  cusLuirert,  by  rjisini; 
prices   ul   /.HJuS   ejiv.  berVivL'-^ 

Ine  tir-  c.jn  ^  et-p  tnt,,}  .vj,e  costs   unchut^to  bv  red^Cin^ 


own  tdrnin^^. 


3.     lue.  owner  cjn  p>Jv'  the  incirej>c  out  of  n  i 

iir-    cir  dciju^t  othei   t-jersts.     Sinct  there  no 
rt.jsvf,  lur  iir-^ib  c<.  Le  inefiicicnt   (nut  n.dxiirize  it^  income; 
bPuer  .'.ost  L'.naiiiuns,    ic         zcnerdliy  f.re-.ui'eo  that  triii, 
ireeip^  .i  oi-Cxinv  in  i^roduct  ^ujlity  or*  service. 

Iti..  j.t^.ii   rc^.  .r--    t..   1  Mw;-.r  rini^i^r  wj^e  \  in  iact  be  ^ 

Ditn.J    )£   the'^t  Jllcrnutivc.     ^Ii  of  1 1  e:,.  n^ve  notdbie  consequences 

tur  tnc  .nuic  cc.)'vj,>    ii     ...r  .   >       ;   '..^  it.. s  ..re  lorcec  to  choose 

.r  -  •  ir^t  ..  i  L.rn 't  1.'.  .    .^ssiru       -  t  s  o  n  I  >  c  on=  u.rer  s  .  m 
I.  I  1  iL  1  jr..jr  ' .      [  L   r,!.---   L'-'  cc^-l  '>i   ^dou-   to  cne  consuftr.  tiiereby 

-         *■  ^  ^  •      -  '  -  V  .  I  ■ .  1  -'cre.j.^t. .  }.  r  ice.s  i.u^c 

-  .-i  -   L  wf-  trie  -  ^       .     ^  .  ..tt  it  n  L 

5t.o^(-  uitcrr.'t.v.,    la-         pr^pit  of),   -..suit,  in 
Uist-j.  .'.sc.  er.l       rc.jtt   ciiL   Uibi^Kj.   u  becdusc  s'...i  1  i  cr.ployen.  can  no 
I'.r.er  .ill'>r.  tn.   c.-^t  -  .   i^r..i.     ''ne  pht.o'enon  c..,  oe  expiainec  in 
sop^.i;   jnvi  den.irj  tc-r  .       !  ,t  ni-tKr  tne  cosi   ot       proauct   (labor  in 
tni,  cHse),    tn^   1.  '  cr  .  on^»,  cr  ■  ..-am  i  ili  f^is  o:  course 

•JcpcPiis  OP  tn-  ^i,.stiMr,  .,1  LOL  product  (i..  ^.tr,jp.i  Sc^nsitivity  to 
trirc;.     \b-cr';u-   ^iwin'^  hjvt    exj-me.   the  cJcuan-J  elasticity  for 
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i.jbor  of  yuTinu^  'Jerr.i  r  Ji-M  J  ^,rou{^A/     inty  nave  shown  that  certain 
classes  ot  workers  have  d  ^'re.Jtcr  deLicjnu  elnslit-itv  than  others. 
le*ina^e  workers,  tor  in^tjnce,  are  a  m^hiv  vlj-,tic  IdDor 
coinniot)U>.     Aduit  worker.-.,  on  the  ^tner  hjnu,  Wi  i  nave  hdO  yeurs  tu 
uevtlup  b.Ksic  jot.  SKI  U.S.  or  even  u  technicdl   skill.  havL-  d  low 
demanti  tlosticitv.     This  -f.^ns  youth  jre  t  hL  fi.ou  t  likelv  to  be 
Ci->piaced  by  ^u^;tler   IjLji  cosf^. 

The  thirj  alternative,  owners  pjyirA  the  ddcJitionjl  cost  out  of 
thtir  uwii  pocl-ets.   wol1i  hav-  i  it  tie  irurreaiate  tittLt  on  IdDor 
but,   this   m  not  d  burden  v.e  expect  Em^ii   tjsincssa<en  and  wooen 

to  tedr.      hi  1^//,   dr  c^ti-.tt-v,   IC  to  1  •>  pticrnt   or   .nFIB  nea'f.crs 
the.Tselve-.  i.jde  less  t  hdn  t  ht  ninrru'   wd^c.     Further,  our  Udtd 
maicdte  eiir-in^'-,   l(.t    thu  entire  s,u'li   bLsines^  popuidiion  drv  dt 
ver  »'  i  a  /  1  t-Vt.  . 

Iht.  f        Lti  d  1  tcrr,  jt  1  vv.  .   J 'Jj  us  tin.:  other  e>,jensth,  Cduses  ^  sridi  I 
bustne.^-  to  cut  i.d^k  on  r-ruduct  qudiu>  or  sei  vices       Ihcse  services 
are  often  wmtt  indiep- ^m«U  r>u«?  i  ne*»«;e<t  cf^mpetitive  uitn  hi;;  busine*;*;. 
hv  LUttin^  th-*,   -ervice-,   s^idi  [  bv>- i  vit.       ^  iusL  Vdlud.jlt  Lusto-^ier^ . 

:,Hh  wobl  !  la*,  to  sc-^  the  c  o.      !:  :  t  I  Vl  qudlitv  of  sTjii 
r^u'.ine'^sts  prt-sorvtu.     I  i  ive.j  i  s,,  ,       s  t  c..nsu^cIs  '.uui^  1 1  J.  t   tf)r  ^..-idli 
L,s  uit. -.ses  to  re-^-.iin  ^i.tblo  coipp^titors  v.  uh  t;  i     uUbUitss.     ^ne  fair 
L.it.  v  ^tdnfijr<>s  .-c  t   i 'vlt.    i.,M'>rtdiit  in  s,ji.  Jusmurs   jn  ini.^ 


re  ,drd 


I  r  .Ti  I  n  i.  u 


reqLireT.ent     (jo  n"t  0  i  ^  1 1     u  i  sn  t.etsveen 


i  'tr^e  dpo  S!  M 1  1    I  I  r 


U  ^  J  C    t  11 


'J  1  1   busirt's^L-  to  tt.o  SdTie  costs 


d     1   r  ^  e     u   1  n  e  >^  s  •_  s  . 


L     f")  Irv  s      H  D  us  ]  tid  s  s  e  i  ei  (>  t  our  c  conoi'-  v 


A  I  1  1       t  ,K  r 


1  ti'  1 


it  i  ^  dni.  ^  . 
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This  would  prestTL  a  bcriuu<-   [>robltni  to  IdOur  .     Sdj  1 1  Dusinesbes 
ci'fjte  the  ^re<Jl  nidjorit)  oi  new  jobs.     turtrier,   ^^m.iil  Uubinesses 
fer-iplov  well  over  huit   ltu>  peo^-le  wnu  woi  k   in  this  country.     In  the 
rt'Lrfil  trade  alone,   in  i^ill,  about        to  ^7  percent  ol  all  employees 
,vcre  eiipioyt'd  by  1  i  r^ib  with  ies^;  tnan  5U  eL>ployee^.     It  is  not 
likely  tcicit  it  siTcjll  bubineSheb  disappear  t  ror   the  cO")Tnerciai 
comuunuy.  reL..aininfc;  iar^^e  f  i  rcis  will  have  tht  inclinCiCion  or 
capability  to  lure  the  excess  labor. 

IL  IS   iiuper  at  ivfc?  tti^t  policy  makers  be  co^^nizant  oi   tne  special 
econoanw  reaiitieb  of  smai  1  Dusinesse«;.     utnerwise,   legislation  will 
onlv  exacerb.iLe  a  nearly  intoieralUt  situation.     Mccordingiy,  NFIB 
sjfporls  a  bub.-^tant  lai  Drojden  in>:  ot   the  sniall  businebs  exemption  to 
the  tai'*   f^Hb'jr  btjnajrub  nct,  ana  sjtrie  lofi..  t.f  voatn  opporturity 
w  j^e . 

t'ri'iC  CO  L^e  lair  i-oDor  btanJcTos  /jiunameriLS  or  Ivb^.   the  annual 
oulldr  vuLui'.e  tt-si   toT  enttruri^e  coverage,    founu  in  the  Act'^ 
deiiniLioaot  euterpriss^.  .at,  $l,0(\,uiH<.     iocuy.  alter  inflation,  a 
k-OL-p^r  di^i  e  anrivjcii  Uji  lar  \.lu  t   test   wuulJ  ha\e  to  De  3b  )Ut 
ii.^'^.'J^..     ho',>e^.c'^,   Since  the  i  iti  and  19t7   nenur^ientb,  because  of 
lev  i-'l^ii- ivc  ^hnit^e'^,   tnc  annual  duilar  vnlu.Mt  lest  ranges  between 
$„5..  an.l  S^^t.'.'t*..      inii,  is  inadequate. 

In  or-'icf  tr>  ureatt  a  .-^ure  n^bpitdOit  et-uno.Mc  envirom'ent  lor 
sTrJil  uu*^  I  nt' s -^es  an(i  Leena*:er?  in  tnt   laSor  ^.a^^el,    tht  definition 
ol  enterp-rifce  siWolu  Dt   ai.tn»;t^j  in  t-Liut.t;  anv   fir-  mat  Jiab  an 
anrual  ^russ  v^lus  \oL<^'he  f  j  I    less  than  $.  .  u'Jtt ,  L'mO       This  would 
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greatly  s.„,pUfv  u,.  ^_ 
bus.nesses.  aU.ou.n  no.  .s  ...nv       w.ro  e.e.p.  ,,,, 

amendoients  .     in  jnrtitir^n  t- 

.10(11 1, on  to  e..sin.  e.onoLUc  pre.s.r.  on  smaii 

business,  this  exempLion  wouid  create   .  .>r  ^ 

h  uui  1  create  J  ^redter  aerr^nd  for  idbor, 

pdrtiCLidtiy  lor  youn^;  people. 

■<^-lB  .ISO  support,  the  cr..,>on  of  .  youth  .....n.,nu.  w..,e 
.h.s  wool.  .Uow  ..p.oyer.  to  ..y  vout.  employee,  less  than  .u.U 
e.nplo>.os.     The  purpose  of  sucn  .  wa.e  structure        to  ease 
^pecuuallv  t.e  unemployment  prople.  o,  youth.     T.e  theorv  that 

,ob  .ar.et   for  youth  .„ul.  .row  .nd  e.pio>.rs  .oui.  h.re  „ore 

pet)pie  . 

.cono:.usts  „no  have  ,tud>e.  the  .ssue  tend  to  .,ree  that  „  ,o 

percent   increase  in  the  nimr-M- 

ninn.u,,  .u.,e  rdte  c.use.  a  1  to  J  percent 

clecrease  in  enpiovnont  n'x^on^  t.ena^ers     ,     ^1.  h-,.^ 

ci^ci^.^,     inis  happens  because  an 

increasing,  minnr.u-,  ware  evenriiMiv   ^«  , 

tventujiiy  excecQ^  the  vjiue  ot  Voutn 

l.uur.     con.eq.ently,   .t        ..st  ef^.t.v.  f.r  an  employer  to  not 

n.re  ,oun.  .or.er.  or  to  el„..nate  tW-  jop.  that   t.p.caUy  have  a 

proouctivity  viel.  ot  U.s  than  „Mn,.,.,. 

t--..'   s.  ha.,..r„..,h,   a  „....„.,n  .tate  Lo.ver.Uv  econon.st 

■o.n.,  tr,at  a  o  percent  .uo.„.n  .r.ua.  ..a,e  .ou..  ...nu.antlv  reduce 

>auth  une,pU,v.ent.     Krtner.   th.s  could  u  acco^„a.„., 

-.-.v.i,  nttl.  en.roa...nt  on  the  adult  joP.ar.et.     .acH  a  wa.. 

struclure,  he  conlen.'^  i  .  »      ^  , 

len...  wo„l.    .reate  jo..   tor  teen.^.r.  at  a 

cost    of    Al.OUl.     ]o!:^    t.,     !  I 

^•l-ts.     ihis  ,s  a  rat>.,  of  v..  ne.  jops  for 
teenager,  at  a  .0.1         1   j^u  tor  ..uit. 
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WoulJ  such  a  cost  be  outweighed  by  the  benefits  of  providing 
jobs  for  381.000  teenagers"     These  38L.OOO  new  jobs  would  have 
reduced  teenage  unemployment  in  the  sunuaer  of  1980  by  over  18 
percent.     This  is  a  siftniticant  gain  on  a  steadily  increasing 
teendge  unemployoiert  rate.     Tee  ige  unemployment  has  its  own 
consequences,  a  lower  GNP  and  a  growing  cntne  rate  are  examples. 

A  youth  suDmininum  wage  would  have  benefits  for  small  business 
as  well  as  .   r  youth  1 ioor .     Employers  could  once  again  employ 
teenagers;  lo  ao  jobs  that  are  not  highly  productive  and  were 
eliminated  because  of  a  high  Dilnlmuu  wage.     Examples  of  these  types 
ot  jobs  are  ba->',ing  grocercies,  c)eanin-  windshields  at  service 
«;tations.  helping  cubtomers  at  a  store,  etc.     This  would  make  sirall 
business,   particularly  retail  and  service  firms,  more  appealing  Co 
customer'?  becau  .e  of  the  inr    :ased  services  Ihey  could  provide.  The 
ultimate  result  i*?  that  <^fTid  1  i  businesses  are  better  able  to  compete 
with  lar>£,e  businesses. 

NFItt  opposes  indexing  the  minimuin  wage  because  indexing  removes 
the  issue  of  rising  labor  costs  from  public  attention.     l^e  Congress 
snould  be  conscious  of  every  increase  of  the  oiinimum  wage.     T.-i  only 
way  this  can  be  insjred   is  to  require  Congress  to  take  an 
affirmative,  express  action  to  raise  the  minimum. 

Pecause  the  stated  intent  oi     he  minimuui  wage  is  to  increase  the 
purchasing  power  ot  low  wage  earners  and  to  redistribute  income,  it 
is  not  appropriate  for  the  issue  to  be  oenied  the  foil  attention  of 
the  legislature.     Indexing  tnc  wage  rate  would  have  that  eftect. 
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The  diiecl  econ:)niic  eftects  of   indexation  have  jlreddy  been 
jlluded  to.    Whenever  minimum  wages  go  up  and  exceeJ  the 
productivity  level  of  some  workers,  those  workers  will  become 
disemployed.     Furtner.  price  instability  is  encourdgeo  becduse  of 
cost  increases  to  businesses.     Index,    ion.   theretore.  contributes  to 
unemployment  and  intlation  for  the  sake  of  convenience  to  Congress. 
Conclusion 

In  conclusion.  I  would  like  to  point  out  that  a  number  of 
'-espresontat  ives  of   .he  husir.t:,^  co^rjj'.un  1 1  y  have  recently  expressed 
indifference  towarc  tms  issue,  or  coti^e  Out  against  the  propusal. 
The  :^FIB  represents  ,  vt-r  hdll  u'lllion  small  businesses.  Our 
membership  has  been  polled  on  the  issue  and  they  were  overwhelmingly 
in  favor  of  the  idea   {11..  fur.   iL.  against).     bi^  business  may  not 
support  thf  idfd.  but  srrijii  Dusiness  dees.     Further,   the  serious 
youth  unea.plovment  proLlt-n  .lUbt  be  ameiioruted.     h  toutn  Opporcunity 
Wage  and  a  broader  sciail  business  extipticii  ^oulu  be  of  ^reat  help 
in  th       rt'i'  iro  . 
Thank  you. 
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STATEMEM  OF 

Mr,  John  DurkhdrC 
/lur f reesboro ,  Tennessee 

Before-  Senate  Committee  on  Labor  and  Human  Resources 

Subcommittee  on  L;»bor 

D^te.  March  25,  i9bl 

Mr.  Chairman  and  Members  of  the  Labor  Committee 

My  name  is  John  Burkhart.  and  1  operate  a  young  men's  and  young 
ladies'  clothing  store  in  hur f reesooro .  Tennessee.     In  the  past  I 
have  always  e.iployed  young  persons  in  my  store  until  the  last  two 
increases  in  the  minimum  wage,     I  have  worked  through  the 
Distributive  Education  Programs  in  the  local  high  schools  of  our 
commun i ty , 

Since  Che  last  cuo  increases  in  the  n,ini:T,un-,  wage.  I  have  had  Co 
cue  back  on  che  nuuiber  ot  young  peopie  1  employ,     1  now  hire  aaulcs 
on  a  parc-cime  basis  as  I  can  gec  che  macuriCy  for  che  same  price. 
Tliese  increases  have  also  cau.ea  us  Co  cue  back  on  our  coCal  number 
of  employees,  ana  1  repret  chis  very  much. 

The  pleasures  ot  working  wich  and  ceaching  young  persons  ana 
Chen  seeing  theu.  develop  and  ..ove  on  Co  colleges  ana  universicies 
dnd  become  a  young  adulc  in  our  socieCy  is  missea  oy  us. 

Because  of  chis,  I  respecCfuUy  request  chaC  che  ComciCCee 
consider  lowering  the  .T,ini,:,u:>  w.gc  for  scuoents  and  Ceenagers, 
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I  would  dlbO  like  to  dddress  the  ^zoss  sales  requirement 
concerning  mininui;.  wd^^e.     In  1966,   Che  grcsq  sales;  requirement, 
before  the  H'lniiiji.u  wage  wus  required,  was  $1,000,000.     Since  Chat 
time,  this  oollar  level  has  been  lowered.     Due  to  iniiaCion,  I  feel 
Che  requirement  dctually  shoulu  have  been  raised  rather  Chan 
iowereo.     I.   therefore,  suggest  that  the  requirement  before  a 
mercnant  Liubt  pay  c.inirru^i  wage  be  increaseu  Co  $2,000,000  to  assist 
the  independent  businesses  in  tneir  fight  against  inflation.     1  wish 
to  point  out  tnat   I  believe  the  independent  businesses  of  Airerica 
are  the  uackbone  of  the  nation.     Their  owners  live  ana  work  in  the 
conDfun  1 1 1  es  ano  put  more  Ci^e  dnd  effort   into  the  community  Char, 
most  other  ^.roups. 

in  the  past  few  years.  DacKiuptcies  have  taken  their  toll  on  tne 
iiioepenoert  bus  i  r.essman .     Lurinc  tne  tines  of  bi^h  inliation,  tnis 
will   in<.rej.st!.  anu  the  independent  buo i nesswan  needs  all  the  help 
tnis  LonritttL^  can  ^^ivt*  hii.:  to  caintairi  his  bu<iiness.     Hy  helping 
the  SLnail  anu  i  iidepenoent  bus  i  nessT.an ,  you  will  also  be  Caking  a 
£;ianc  step  toward  reduoin^  the  teer.aue  tnecrp ioyzient  rate. 

Your  con- iderat  ion  >^ f  y  suf^^c-st  ions  regarding  tne  riinimum  wage 
and  the  groi.s  sjieb  requirement  before  l  iniirur.i  V3^e  will  be  greatly 
apprec idCed . 


ERIC 


nr^T^f  "^''t  'S  Mr  Lane  Kirkland,  who  is 

Fndu.Sin  ^'^.^["^'•"••a"  Federation  of  Labor  and  Congress  of 
industrial  Organizations. 

w-^yoii^^^^''^'  "^'^^^  ^  ^'^^  introduce  the  people  who  are 

STATKMKNT  OF  LANK  KIRKLAM).  FRKSIDKNT    AFL-CIO  W 
VIm'I'w^'^^V  ^'^^    DKNMSON.   LKGISLATI'VK  l)IRK(TOR 

•  OSWALD.   DIRKCTOR   OF  RKSKARCH 

Ar  L-l  lO 

Mr  Kirkland.  Thank  you.  Mr.  Chairman,  I  am  Lane  Kirkland 
president  of  the  AFL-CIO  I  have  with  me  Rav  Dennison  the 
[Setch"  ^^^'^  «"'^>'  Oswald  director  0? 

Senator  Nickles  Welcome,  gentlemen,  and  we  welcome  your 
comments  and  input  on  this  particular  legislation  We  would  like 
to  also  ask  you  some  questions. 

Mr.  Kirkland  Thank  you,  Mr.  Chairman.  You  have  my  full 
statement.  In  the  interests  of  time,  I  will  abbreviate  it 

senator  Nickles.  Thank  you. 

Mr.  Kirkland.  Mr  Chairman,  I  appreciate  this  opportunity  to^' 
Edardi' Lt^r'  .the  AFL-CIO  on  amending  the^Fair  SbJ? 
btdndards  Act  to  provide  for  a  youth  minimum  wage  differential  I 
no  e  that  the  bill  titles  all  purport  to  offer  youth  opportunity  I  do 
not  believe  that  most  teenagers  would  view  a  subminimum  wage  as 
an  opportunity  wage,  nor  do  I  believe  that  teenagers  currently 

a7n3   S      f  r  ^^g^-      adult  workers  w£ 

rl^j  f  relatively  low  wages  would  accept  the  creation  of  a  new 

nf  tt.  ^^"^       '^'^P'^'^^  them  at  75  percent  or  85  percent 

of  the  minimum  wage  h'^iv-^^hi. 

The  AFL-CIO  is  opposed  to  a  subminimum  wage  for  a  number  of 
reasons.  We  believe  that  the  minimum  wage  ?epresen?s  a  noor 

sTouTd  be'?,\lK      7^";  "^^,1^"  "''J  black  or  white 

should  be  asked  to  work  for  less  than  the  wage  fioor 

h„t  ^  concerned  with  the  high  level  of  teenage  unemployment, 
bu  we  are  equally  concerned  with  the  fact  that  there  were  7.8 
million  unemployed  in  February  1981  and  that  6  million  of  them 

eenerifnV  V  f^''."^^  ''^^"^"i'-^  that  the  ecoSomyTs 

generating  too  few  jobs  for  the  old  as  well  as  the  young  The 

w".tr'nonl  f'  P'-^Tm'"  '^"^  "^^tion  of  more  jobs,  not  a  suoer-fow 
wage  pool  of  exploitable  young  workers  for  the  same  businesses 
that  are  being  granted  tax  breaks.  uus,inesses 

f-.Pt  ^""^^^  ^^^^         f"""  teenagers  must  accept  the 

Nict  that  a  two-tier  minimum  wage  would  create  higher  unemploy- 
ment among  older  workers.  They  are  opting  for  equalizing  the 
inf  h*^  ""^'"ipl"yment  in  the  various  groups  rather  than  e liSnat 
Tth.      if  f ""^"^P'"-Vment.  They  are  fostering  discrimination 
sTon^rn'rwork^fac;"""''^''"^'  ^"^  "-^ing  ten- 

There  is  so  much  talk  today  about  what  the  public  wants  and 
expocts^from  the  new  administration  that  you  maj  be  interested  in 
he  findings  in  a  recent  Gallup  poll  of  February  19H1  dealing  wi  h 
L'f.?h  .T't"h™""'  ^«^e  ksue  Among  the  key  findings  in  this  poli 
was  that  the  views  of  those  respondents  who  were  familiar  with 


the  proposals  for  a  youth  subminimum  were  almost  equally  divided 
for  and  against  the  proposal 

However  opposition  to  such  a  wage  was  greatest  among  those 
groups  which  would  be  directly  affected  by  the  subminimum; 
namely  teenagers  and  younger  adults,  blacks,  and  those  with  less 
formal  education  For  example,  of  those  expressing  views  on  the 
subminimum  wage,  almost  ()0  percent  of  the  youths  aged  IX  to  ^4— 
the  lowest  age  grouping  shown  in  the  survey— were  opposed,  and 
about  TO  percent  of  the  blacks  were  opposed. 

Senator  Nickles  Mr  Kirkland,  might  I  interrupt,  I  think  you 
were  out  of  the  room  when  I  stated  this,  but  we  asked  or  requested 
all  of  our  guests  try  and  hold  their  remarks  to  about  o  minutes.  1 
think  we  all  have  some  questions  that  we  would  like  to  ask  you. 
We  will  submit  your  entire  statement  into  the  record-  T  think  other 
members  have  also  read  your  statement  . 

Mr.  Kirkland.  I  am  perfectly  happy  to  stop  it  at  any  point,  sir.  It 
vou  want  to  proceed  to  questions  now,  it  suits  me. 
^  Senator  Nickles.  Well,  I  would  welcome  that  and  I  think  other 
members  would  too.  I  will  begin 
Do  you  represent  any  members  that  are  presently  paid  the  mini- 


mum wage*^ 


Mr  Kirkland.  Yes,  sir 
Senator  Nicklks.  What  percentage  of  your  organization  receives 
minimum  wage? 
Mr.  Kirkland.  A  small  percentage,  sir. 

Senator  Nickles.  Senator  Percy  gave  a  very  strong  argument  for 
the  possibilitv  of  a  trial  area.  He  mentioned  a  couple  of  cities  of 
possibly  expanding  that  into,  particularly  in  the  many  areas  across 
the  countrv  that  have  very  high  youth  unemployment. 

You  mentioned  that  you  are  opposed  to  the  existing  proposals. 
Would  you  be  opposed  to  the  trial  in  select  areas? 

Mr.  Kirkland  The  trial  of  a  subminimum  wage  in  selected 


areas  ^ 


Senator  Nickles  Let  us  sav  exempting  young  people  from  the 
minimum  wage,  or  a  differential  of  75  or  85  percent  of  the  mini- 
mum wage  for  areas  like  Chicago,  New  York,  and  Los  Angeles. 
Mr  Kirkland.  Yes,  sir. 

Senator  Nickles  You  would  be  opposed  to  that? 

Mr.  Kirkland.  Yes,  sir.  I  am  opposed  to  it  for  the  reasons  that 
we  state;  I  see  no  reason  to  be  for  it  on  a  partial  basis 

Senator  Nickles  Would  it  have  any  negative  impact  to  your 
organization*^  ,  ^  ^  .  .. 

Mr  Kirkland  Mv  organization?  It  would  have  a  negative 
impact  to  the  objects,  aims,  and  principles  of  my  organization, 
which  IS  to  try  and  elevate  the  conditions  of  life  for  working  people 
in  this  country  ,  ,        j  t 

Senator  Nickles  We  are  talking  about  working  people,  and  1 
share  \our  concern  I  will  totally  agree  with  your  statement  that 
the  answer  to  the  problem  is  the  creation  of  more  jobs.  Some  of  us 
are  trvmg  to  come  from  an  area  to  create  more  jobs. 

It  seems  as  if  the  figure  has  priced  many  jobs  out  of 

existence  We  heard  testimony  from  small  business  groups  whe^e 
thev  determined  it  is  no  longer  feasible  to  have  the  grocery  boy 
sacking  groceries  or  .-.omebody  wiping  your  windshield  when  you 


nil  up  vour  car,  that  is  iho  ;>mall,  incidental  tvpe  jobs  that  many  of 
us  had  as  our  first  jobs  when  wo  were  ^rowin^  up  I  worked  for  a 
submmimum  wa^e  or  less  than  a  minimum  wa^e  for  a  period  of 
time  But  a  lot  of  those  jobs  have  now  disappeared,  as  the  Fair 
Labor  Standards  Act  has  been  expanded  and  broadened. 

I  think  I  share  your  concern  that  we  want  to  create  more  jobs,  it 
is  just  how  we  go  about  doing  it  I  see  that  young  people  do  not 
rea.i  '  have  a  representative.  Labor  is  not  representing  them;  busi- 
ness IS  not  really  coming  forward  Some  business  groups  have,  but 
a  lot  of  business  groups  have  not  because  they  do  not  pay  mini- 
mum wage;  it  does  not  affect  them. 

The  young  people  who  are  unemployed  are  the  ones  that  do  not 
seem  to  have  a  representative.  What  we  are  doing  right  now  is  not 
working  As  Senator  Percy  testified,  and  I  agree  with  him  whole- 
heartedly, some  of  the  ideas  Congress  has  suggested,  whether  they 
be  incentives,  the  Government  picking  up  the  difference  or  the 
educational  programs,  are  not  working 

Do  you  have  any  alternative  ideas  which  we  could  use  to  get 
more  of  our  young  people  back  to  work? 

Mr  KiRKLAND.  Sir,  we  believe  that  the  problem  is  a  function  of 
the  general  state  of  the  economy.  We  do  not  believe  and  we  do  not 
share  what  you  suggest,  that  the  minimum  wage  has  caused  anv 
increase  in  unemployment;  we  believe  the  contrary.  We  believe 
that  the  appropriate  response  to  youth  unemployment  and  adult 
unemployment  is  to  pursue  measures  that  would  expand  the  econo- 
my and  create  job  opportunities. 

We  have  put  forward  from  time  to  time,  in  a  variety  of  forums, 
programs  to  pursue  to  achieve  that  objective  I  do  not* believe,  sir, 
that  the  proposals  that  are  at  issue  before  this  subcommittee  will 
create  any  jobs. 

S<»nator  NirKi.FS.  Onf»  additional  question.  I  read  your  testimony 
where  you  mentioned  your  concern  about  the  unemployed  teenager 
displacing  someone  who  has  been  in  the  job  market.  Do  you  think 
that  many  teenagers,  for  example  IH-  or  17-year-olds  with  little  job 
experience,  would  replace  any  of  the  members  of  your  organization 
from  a  job'^  Do  you  think  we  are  really  going  to  be  knocking  people 
out  of  jobs  with  U>-  or  17-year-olds'^ 

iMr  KiKKi.ANi)  Well,  sir,  I  am  not  expressing  a  concern  solely  for 
members  of  our  organization  We  are  expressing  a  concern  as  an 
organization  that  is  concerned  with  the  general  interests  of  work- 
ing people  in  this  countrv,  and  we  are  asserting  that  view  We  are 
convinced  that  there  would  be  a  displacement  effect,  on  grounds  of 
simple  commonsense.  on  grounds  of  interests  on  the  part  of  em- 
pl(A-ers,  and  on  some  suggested  material  from  studies. 

Senator  Nicki.ks  Thank  you 

Mr  KiRKi.ANi).  Now,  there  \^  a  commission  in  place  that  is 
supposed  to  be  examining  that  aspect  of  the  problem,  as  well  as 
others  I  have  a  paper  by  an  analyst  from  the  Congressional  Re- 
seii^rch  Service  dealin;.^  with  the  targeted  jobs  tax  credit  program 

Senator  Nicklks.  And  I  appreciate  your  

Mr.  KiRKi.AM)  Although  the  evidence  is  not  in  completely  and 
the  studies  are  not  complete,  the  evidence  suggests  that  windfalls 
and  substitutions  m  the  program  may  be  substantial 


Senator  Nicklf-is  1  might  ask  you  one  other  question,  because  m 
your  statement  you  did  refer  to  the  study  of  the  piograni  You  are 
talking  about  the  study  which  will  be  released  in  June,  \W\ 

Mr  KiRKiANi)  Yes.  sir 

Senator  Nickles  It  mentioned  every  indication  thai  youth  unem- 
ployment  has  not  been  reduced  by  the  tax  credit  nor  could  unem- 
ployment be  reduced  by  a  subminimum  wage  Did  you  participate 
in  that  study*^ 

iVlr  KiRKLANn  Did  I  participate  in  it? 

Senator  Nicklks  Yes 

Mr.  KiRKLAND,  No,  sir 

Senator  NicKr,ES  I  was  just  wondering.  The  study  has  yet  to  be 
released  but  we  hear  rumors  about  it  I  did  not  know  if  you  were 
involved  in  it. 

Senator  Williams 

Senator  Williams  Thank  you,  Mr  Chairman 

Mr  Kirkland,  thank  you  for  your  full  statement;  it  would  have 
been  nice  to  hear  you  state  it  personally,  but  we  will  read  it  I  read 
it  late  last  night,  and  I  think  I  will  go  back  and  read  it  again 

Mr.  Kirkland  I  do  not  think  it  will  contain  any  surprises  to 
you,  sir 

Senator  Williams  No,  but  there  is  a  lot  of  information  that  is 
necessary  for  all  of  us,  and  maybe  in  our  questioning,  some  of  those 
aspects  of  your  statement  will  appear- 
Certainly,  we  hear  a  great  deal  from  those  who  propr)se  a  sub- 
minimum  for  youth  that  it  is  their  feeling  that  this  will  be  a 
motivation  for  the  creation  of  new  jobs  I  just  wonder  whether,  in 
rur  economic  history,  there  has  ever  been  a  time  when  lowering 
wages  has  stimulated  the  economy  and  brought  new  opportunities 
Mr  Kirkland  Well,  if  that  theory  were  true,  sir.  in  the  depths 
of  the  Depression  when  tbf»re  wa?  no  minimum  wage  we  should 
have  had  no  unemployment,  (Laughter.] 

There  was  no  minimum  wage  until  the  niidthirties,  so  why  did 
we  have  all  this  unemployment  if  unemployment  responds  to  re- 
ductions in  wage'^  In  fact.  sir.  it  has  always  been  my  understand- 
ing- I  may  be  primitive  on  economic  theory,  and  I  admit  it— but  I 
believe  that  economic  theory,  no  matter  which  side  of  the  fence  one 
may  be  on.  is  based  on  real  values  m  real  terms,  and  not  on  money 
terms. 

In  fact,  the  real  value  of  the  minimum  wage  is  going  down 
Theoretically,  if  there  wore  a  direct  cause  and  effect  rule  involved, 
unemployment  should  be  going  down  with  it,  but  it  is  not  I  do  not 
believe  that  cutting  wages  in  any  way  increases  employment  oppor- 
tunities, whether  you  call  it  a  subminimum  wage  or  any  other 
wage  reduction  scheme 

Si»nator  Williams  We  have  responded  to  the  need  to  create 
youth  and  di.sadvantaged  emplr)yment  opportunities  through  a  vari- 
ety of  existing  programs  We  have  done  it  with  the  student  certifi- 
cate program;  we  have  done  it  with  a  tax  credit  for  targeted 
groups,  including  young,  poor  kids,  and  we  have  done  it  with 
employment  and  training  programs  You  dealt  with  that  in  vour 
statement 

Mr  Kirkland  Yvs 


Senator  Wiu.iam.s  What  the  broad  a)tK'lu.su)n  in  loi  ms,  of 
impact  and  effect  of  those  programs,  tax  and  otherwi.se.  that  are 
now  in  place,  (hrected  at  the  (iLsadvantaK^^d  youn^  peoF)le  who  are 
unemployed* 

Mr  KiRKKANi)  In  nu  view,  mi,  and  iti  ni>  experience  I  am 
convinced  that  the  pro^nmij,  that  worked  are  those  that  were 
baM'd  upon  training  for  job  opportunities,  where  those  opportuni- 
ties exist,  toKftner  with  placement  and  outreach  We  have  been 
enga^^ed  in  the  development  and  operation  of  a  considerable 
number  oftfiose  programs 

VVe  did  fiave,  until  currently  or  m  the  near  future,  as  one  oftfie 
activities  sponsored  l)y  the  AFL-CK)  a  human  resources  develop- 
ment institute  which  was  organized  and  put  in  place  and  super- 
vises a  considerable  number  of  job  training  programs  and  job  place- 
ment programs  directed  specifically  at  youth,  particularly  disad- 
vantaged youth  In  our  \iew.  they  have  been  quite  successful  They 
are  closely  linked  to  the  ultimate  aim  of  placement  of  f^ieople  who 
have  had  many  disad\antages  in  their  backgrounds,  educational  or 
otherwise,  overcome  through  the  training  programs  and  because 
they  are  being  help*'d  in  the  area  of  placement  That,  sir,  together 
with  a  broad  economic  program  or  broad  program  seeking  the 
expansion  of  j«^b  opF)or tunities  at  large  in  this  country,  as  well  as 
meeting  the  country's  e.s^entlaI  needs,  is  the  path  to  resolving  this 
problem 

Senator  Wii.uams  Thank  >ou  One  of  the  efforts  that  has  pro\en 
just  what  you  say  is  the  Job  Corps  program 
Mr  KiKKi.ANi)  That  is  correct,  sir. 

Senator  Williams  One  of  its  strongest  ad\ocates  will  be  the  next 
person  to  question  you.  Senator  Hatch 

Senator  Hatch  I  am  glad  we  agree  on  that  (Laughter  | 

Mr.  Kirkland.  although  you  and  I  do  differ  on  this  particular 
is.sue  of  the  vouth  opportunity  wage,  I  think  there  i>  at  least  one 
point  upon  which  you  and  I  agree,  and  that  is  the  value  of  real-life 
experience  as  opposed  to  intellectual  abstraction,  theoretical 
models  or  ideological  beliefs -liteially.  1  know  that  you  and  your 
colleague>  in  the  American  labor  movement  are  eminently  practi- 
cal men  and  wonu^n,  and  I  respect  that 

I'nlike  the  bureaucrats  in  Washington.  I  think  that  your  mem- 
bers are  severt^ly  affected  by  inflation,  by  a  sluggish  economic 
actnity  in  thl^  country,  and  the  seven^  depressions  that  occur  in 
some  geogia[)hical  or  ^^onomic  areas  I  also  know  that  e\en  in  the 
labor  inovenient.  vou  are  exfierinienting  with  cutting  wages,  which 
is  almost  forced  wage  cutting  as  a  re.sult  of.  in  many  respects, 
unfair  mtt^rnational  competition  of  foreign  government-subsidized 
material,  equipment,  and  manufactured  item.-,  coming  into  this 
countrv  Vou  and  I  are  not  too  far  aF)art  in  those  areas 

I  think  \ou  ha\e  to  agree.  Uu).  that  our  young  people  are  suffer- 
ing. toda>.  unpret edcnted  uneniplovment,  especially  the  minority 
kid.s  in  this  country  T\w  thing  I  am  worried  about  is  that  Ae  have 
had  a  lot  of  Federal  \outli  job  programs,  and  I  think  that  the 
statistics  show  in  most  cases  that  the>  ha\e  not  worked  as  well  as 
we  would  like  them  to  work 

I  ha[)[)en  to  sU[)port.  as  mv  dear  friend  from  New  Jer.se>  indici't- 
ed.  th»-  'Job  Corps  fjromam  f>ecause  I  think  it  is  one  of  the  few 
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programs  that  gives  these  structurally-unemployed  kids  an  oppor- 
tunity to  learn  skills  that  they  would  never  otherwise  have  the 
opportunity  to  learn.  We  fought  to  maintain  that  program  intact, 
even  though  we  probably  have  over-funded  it,  because  they  cannot 
spend  all  the  money  they  have  now  due  to  a  lack  of  cooperation  in 
some  areas  of  the  '>usmess  community 
But  the  President  once  stated 

The  country  n^da.  and  unless  \  mistake  its  temper,  the  country  demands  bold, 
persistent  experimentation  It  is  commonsense  to  take  a  method  and  try  it  If  it 
fails,  admit  it  tranklv  and  try  another  But,  above  all,  trv  somethm^ 

Mr.  Kirkland,  as  you  know,  that  statement  was  made  by  Frank- 
lin Delano  Roosevelt  during  the  depths  of  the  Depression. 

I  have  basically  two  questions.  One  is,  is  it  not  time  to  try  some 
of  these  new  ideas  and  see  how  they  work?  To  see  if  a  youth 
differential  really  displaces  older  workers,  if  it  really  causes  a 
disruption  in  the  work  place,  and  if  it  really  does  not  expand 
businesses  to  create  more  jobs?  Is  it  not  worth  a  try? 

The  second  question,  which  is  related  is,  if  you  cannot  tolerate 
this  type  of  an  approach— and  you  have  indicated  that  you  cannot, 
and  I  respect  your  viewpoint— then  what  approach  would  you  have 
other  than  more  and  more  Federal  Government  jobs,  or  is  that  the 
only  approach  you  can  come  up  with? 

Mr.  KiRKLAND.  Well,  on  your  first  question.  Senator  Hatch,  I  am 
all  for  experimentation  where  reason  tells  me  that  there  might  be 
an  opportunity  of  progress  flowing  from  it.  My  reason  convinces  me 
that  the  experimentation  in  this  direction  will  be  destructive  and 
negative,  and  that  leads  me  to  our  position  of  opposition  to  it.  I 
think  that  is  based  on  some  life  experience  as  well  as  history  and 
the  results  of  specific  programs  that  have  had  that  net  effect  of 
making  available  to  employers  very  cheap  labor.  In  other  words,  if 
I  think  something  is  a  plague,  I  certainlv  do  not  want  to  experi- 
ment with  it 

On  the  question  of  alternatives,  I  think  we  have  put  forward 
alternatives.  In  the  first  place,  I  think  that  the  specific,  concrete, 
targeted  approach  is  preferable  to  experimentation  with  theoretical 
abstractions  of  this  kind;  by  that,  I  mean  job  training  programs 
connected  with  job  placement  programs  in  avenues  that  have  a 
future,  not  in  marginal  or  transitory  employment. 

In  turn,  the  extent  in  the  future  to  which  training  opens  up  for 
young  people  depends  heavily  upon  the  state  of  the  economy  and 
whether  or  not  our  basic  industrial  base  of  this  country  is  expand- 
ing or  declining.  Unfortunately,  currently  it  is  declining;  I  think 
that  holds  the  seeds  of  future  disaster. 

We  have  put  forward  programs  that  would,  in  our  view,  warrant 
a  strong  commitment  in  the  direction  of  the  industrial  revival  of 
this  country  in  the  private  sector.  We  have  also  advocated  a  good 
number  of  measures  that  are  aimed  at  reviving  and  restoring  the 
economic  and  social  mfraslructure  of  this  country  in  terms  of 
urban  services  and  facilities.  We  continue  to  believe  that  that  i^ 
the  path  we  ought  to  follow. 

I  believe  that  we  have  today,  for  example,  a  tremendous  shortfall 
in  the  housing  field  in  terms  of  housing  construction— a  great  area 
for  providing  expanding  opportunities  for  voung  people,  if  we  had  a 
healthy  construction  industry.  But  we  are  building  just  over  1 
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million  houses  and  we  need  2  million  houses  a  year  to  stay  even. 
And  the  major  element  or  force  in  our  society  that  is  destroying 
the  housing  industry  and  that  area  of  opportunity  for  young 
people,  and  one  that  opens  the  door  to  good  pay  and  personal 
enrichment,  reward  and  satisfaction,  is  exorbitant  interest  rates. 

If  I  were  to  name  one  problem  that  ought  to  be  overcome  that 
would  open  the  doors  and  expand  jobs  and  open  the  doors  the 
opportunity,  it  would  be  policies  directed  to  turn  around  these 
exorbitant  interest  rates  that  have,  I  think,  contributed  more  to 
economic  stagnation  of  the  young  and  adults  than  any  other  single 
factor. 

Senator  Hatch.  All  I  can  say  is  that  we  differ  on  the  matter  I 
could  ask  a  lot  more  questions,  but  maybe  I  can  submit  some  in 
writing  to  you. 

The  thing  that  haunts  me  is  the  young  black  boy  who  came  to 
me;  he  was,  I  think,  16  years  of  age.  He  just  begged  me  and  he  said, 
henator  -yhe  caught  me  in  the  hall  and  he  just  said,  "Give  me  a 
job.  He  said,  *1  do  not  care  what  you  pay  me  or  whether  you  pay 
me  at  all;  just  give  me  a  job  and  train  me  and  then  I  will  make  the 
minimum  wage  or  better."  He  said,  "My  problem  is  that  I  cannot 
even  get  a  job/' 

Mr.  KiRKLAND.  I  agree  with  that,  sir.  The  people  in  this  country 
want  to  work;  the  people  who  are  unemployed  want  to  work  and 
they  want  jobs.  It  is  commonplace  nowadays  to  see  stories  and 
pictures  of  some  company  offering  10  or  15  jobs  and  5,000  people 
lining  up  for  those  jobs  The  jobs  are  not  there 

Senator  Hatch.  Let  me  just  say  this:  I  want  to  compliment  the 
AFL-CIO,  the  UAW,  and  other  unions  that  are  cooperating  with 
the  Job  Corps  program  and  providing  training  within  that  pro- 
gram As  you  know,  we  have  a  model  program  in  Utah,  where  we 
have  a  large  number  of  enrolled  young  people  and  an  excellent 
placement  record  of  young  people  into  responsible  jobs,  with  all  the 
self-esteem  that  comes  from  working. 

We  have  noted  with  a  great  deal  of  interest  and  appreciation  the 
efforts  that  the  union  movement  has  put  forward  to  train  youne 
people. 

Mr.  KiRKLAND  We  are  deeply  concerned,  sir,  about  what  the 
future  holds  in  that  area.  We  have  our  people  working  in  our 
human  resources  development  institute  operating  on  a  month-to- 
month  basis. 

Senator  Hatch.  We  appreciate  that. 

Mr  KiRKLAND.  We  have  to  tell  them  that  we  cannot  expect  that 
they  are  going  to  be  able  to  function  very  much  longer. 

Senator  Hatch.  I  might  mention  one  other  thing  with  regard  to 
vouth  employment.  It  bothers  me  that  recent  economic  surveys 
have  shown  that  a  lO^percent  increase  in  the  minimum  wage  re- 
sults in  a  1.2-percent  decrease  in  youth  employment.  I  think  there 
are  union  lejiders  who  will  admit  that  increases  in  the  minimum 
wage  result  in  more  youth  unemployment.  It  is  something  that 
concerns  this  committee  a  great  deal,  and  I  suppose  it  should 
concern  us  all 

Senator  Nicki>:s  Thank  you.  Senator  Hatch. 

Senator  Kennedy 

Senator  Kknnedy.  Thank  you  very  much,  Mr.  Chairman. 
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I  do  want  to  joui  ni>  collea^'ut^s  in  welconim^^  Lane  Kirkland  to 
our  committee  to  address  this  issue  I  thmk  it  is  important  to 
realize,  as  Mr  Kirkland  points  out,  that  the  question  about  how  to 
deal  with  the  problems  of' youth  unemployment  is  not  reallv  a  new- 
one  I  have  heard  Mr  Kirkland  speak  about  this  on  a  number  of 
occasions,  and  the  AFL-('I()  has  taken  positions  on  this  m  support 
of  programs  which  have  been  developed  b\  t'ns  committee  over  a 
period  of  years 

I  think  all  of  us  are  concerned,  obviously,  that  we  have  not  made 
all  the  progress  we  would  like  to  make  in  dealing  with  what  is  an 
extraordmarilv  complicated  and  difficult  issue 

I  think  it  is  also  important  to  recognize,  as  Secretary  Donovan 
mentioned  yesterday,  that  there  really  is  no  easy,  simple  answer  to 
It  There  are  those  that  have  suggested  or  thought  that  if  we 
eliminated  all  the  training  [)rograms  to  provide  skiUs  to  young 
people  and  the  supplemental  educational  opportunities  to  young 
people,  and  then  provided  a  subminimum,  we  had  solved  the  prob- 
lem There  are  tliose  that  think  that  because  we  have  not  answered 
all  of  the  problems  in  terms  of  youth  unemplovment  in  the  past 
with  the  5>rograms  that  have  been  developed,  we  ought  to  just 
move  on  out  into  this  area. 

Of  cour'^e,  I  am  interested  in  that  theory  because  sometimes, 
those  that  make  sugge'stions  or  recommendations  have  been  those 
that  have  been  complaining  about  social  experimentation  over  the 
period  of  the  past 

Here,  we  have  seen,  at  least  withm  the  administration,  dramatic 
reductions  in  the  support  programs  for  providing  both  training  and 
skills  to  >oung  people  and  m  the  supplemental  education  program 
There  has  been  resistance,  b\  some  of  our  colleagues  here— Senator 
Quayle  and  othets-  in  accepting  a  total  al)andonment  of  that  kind 
of  an  approacfi 

We  lieard  from  Secretarv  Donovan  vesterday  and  I  had  urged 
hmi  to  go  out  and  visit  some  of  the  training  programs— t hose 
programs  that  liave  l)een  working  closelv  with  sonie  of  your  affili- 
ates and  have  [)een  working  with  the  private  sector,  and  have 
resulted  in  job  creation  and  tfie  possibility  of  career  development  in 
employment  Those  are,  I  think,  more  ho[)(>ful  avenues  toward 
meeting  t his  problem 

I  think  all  of  us  are  obviouslv  impressed,  in  looking  at  any  chart 
over  the  period  of  the  last  lu  \ears,  that  we  see  there  is  quite  a 
disparity  m  the  different  categories  of  youth  unemployment  (Vr- 
tain  groups  have  been  able  to  make  '^ome  meaningful  progress  in 
t(M'ms  of  finding  jobs,  ui  spite  of  the  fact  that  the  minimum  wage 
has  been  going  up  Kven  so,  as  you  [minted  out,  the  mininuim  wage 
fuis  still  not  kept  pace  witfi  the  rate  of  inflation 

So,  1  tfimk  It  IS  interesting  that  we  have  seen  the  creation  of 
some  l:;  million  jobs  since  1!)7:'».  even  though  tfie  minimum  wage 
has  been  incrensing  There  have  been  very  significant  increases  but 
we  also  know  tliat  we  ar(>  still  facMng  some  vei'N  significant  prob- 
lems with  unempl(Ament  in  a  number  of  different  industries  and 
some  M-rioUs  -^triictuial  unem[)lov nuMit  pr'o[)lems  which  demand 
tlie  k»nd  of  economic  lev itali/ation  that  vou  commented  on  brielU 
tnd.iv  and  have  spokt  u  (,n  at  gr enter  lenuth  at  othei  times 


What  I  \N.>iil(i  be  uiteit'sied  in  hearing  \>  whether  vou  have  taken 
a  look,  or  \Nhether  vour  aN.sociate.s  ha\e  taken  a  look  at  thesubmin- 
imum  wa^e  in  other  countries  and  what  impact  that  ha.s  had  A 
number  of  other  countries  have  developed  a  bubrninimuni  Van  vuu 
tell  !ts  what  the  impact  has  been  in  terms  of  unenipUjyment  anion^^ 
those  \oun^  people,  and  ^enerallv  what  the  impact  has  been  on  the 
employment  situation'^ 

Mr  KiKKi.ANi)  Senator.  I  cannot  claim  to  be  an  expert  on  the 
details  of  circu'^  tances  m  othf^r  countries  I  know  in  a  ^^eneral 
way  that  thert  -e  in  PJuropean  and  other  countries  variations  on 
mmimum  wa^e  .aws  that,  in  some  cases,  involve  subminimurns,  as, 
in  fact,  in  this  country  we  do  have  laws  that  mvolve  subminimurns 
now 

Senator  Kknnkdv  Befor'e  leaving  that  point,  would  vou  talk 
about  the  present  >tud('nt  exemptions*'*  Do  you  have  any  reaction  to 
what  have  been  the  implications  of  that  program'' 

Mr  KiKKi.ANi)  Well,  I  just  have  a  curbst(me  opinion.  Senator, 
that  the  primar-y  effect  of  it  has  been  to  cut  the  wag..-,  of  the 
students,  with  no  perceptible  effect  on  employniert  opportunities 

hi  terms  of  other  c(juntries,  1  get  exposed  to  this  question  or 
invoUed  in  it,  and  have  been  m<jre  and  more  lately  because  it  has 
become  a  centr'al  i.^s'ie  in  virtually  ever-y  meeting  with  ourselves 
and  our  colleagues  m  Eunjpe  and' in  other  parts  of  the  world  It 
has  been  discussed  at  great  length  in  the  Trade  Union  Advisory 
Conimittee  to  the  OKC'D 

The  problem  of  youth  unemplovment  is  (me  that  we  share  with 
practically  every  industrial  nation,  leaving  aside  the  developing 
nations  where  unemployment  is  at  such  enormous  levels  that  it  is 
r-ather  pointless  to  differentiate  England.  Fr'ance.  Germany— thev 
are  plagued  with  the  pr'obleni  of  substantial  youth  unemplovment 
It  IS  getting  worse,  and  ther-e  is  no  belief  and  no  indication  what- 
ever that  experimentation  or  the  use  (jf  subminirnum  wages  has 
had  an\  effect  on  that  whatever 

Senator  Kknnkuv  I  think  it  would  be  instructive  f(jr  us  to  know 
more  about  the  experience  in  some  of  these  other  industrial  coun- 
tries, because  of  the  scarce  information  we  have  in  general  on  this 
issue 

Mr  KlKKiANo  I  believe  there  has  been  some  OE(^I)  wor'k  done 
on  this 

Senator  Kknnkdv  It  is  m\  undeistanding  that  most  of  these 
industrial  Mjcieties  that  have  the  subminimum  still  follow  a  very 
similar  kind  of  pattern  to  what  we  have  seen  in  the  United  States, 
and  that  unemployment  in  terms  of  youth  is  basicallv  double  what 
It  i<  in  terrn^  of  the  employment  level  for  other's 

Mr  KiKKi  .A NO  That  is  correct 

Senator  Kknnkdv  There  are  par'ticular  problems  facing  special 
gr-«)ups  m  the  Mjcietv  as  well,  and  that  has  been  true  in  most  of  the 
indiistnal  countries  of  Kur'ope.  and  I  believe  is  f*quallv  true  in 
Canada 

lAt  me  ask  you  thi>  li  thu.  legislation  moves  along,  would  it  be 
Nou?  sense,  in  terms  (jf  equitv  or  justice,  that  this  committee  ought 
to  CDUsider  that  we  .ire  virtually  behind  the  times  in  terms  of  the 
niinimum  wage  and  that  we  would  have  to  see  an  increase  in  the 
mituiriurn  wage' 
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Would  It  be  your  sense  and  feeling  that  there  should  be  upward 
adjustments  on  the  minimum  wage  if  it  was  the  decision  of  the 
committee  to  move  ahead  on  the  subminimum,  particularly  with  the 
reductions  in  other  support  programs  which  are  targeted  to  try  to 
help  and  assist  individuals  who  are,  in  fact,  getting  a  very  mini- 
mum subsistence  even  with  the  minimum  wage? 

Mr.  KiRKLAND.  That  is  correct.  Senator.  I  will  make  a  couple  of 
points  and  then  I  would  refer  to  the  concluding  section  of  the 
statement  that  I  submitted  to  the  committee. 

We  are  convinced  that  these  proposals  for  a  subminimum  wage, 
in  effect,  represent  an  attack  upon  the  minimum  wage,  per  se,  on 
one  particular  front.  Every  argument  that  is  made  for  the  submini- 
mum wage  can  apply  with  equal  force  to  the  minimum  wage.  We 
do  not  believe  that  those  arguments  have  any  validity. 

We  are  convinced  that  there  is,  in  a  humane  society,  a  wage 
level  below  which  one  defines  exploitation  to  exist  and  the  abuse  of 
people  by  other  people  in  positions  of  superior  power.  We  believe 
that  it  is  in  the  interests  of  our  society  as  a  whole  to  safeguard 
against  that.  That  implies  that  the  minimum  or  that  basic  level 
ought  to  be  maintained;  the  real  value  of  it  ought  to  be  main- 
tained. 

We  have  just  had  the  last  increase  resulting  from  the  legislation 
of  a  few  years  back.  We  argued  at  the  time  that  that  legislation 
was  bemg  considered  for  indexing  so  that  it  could  continue  to 
maintain  the  same  value  in  real  terms,  prospectively. 

The  fact  is  that  the  minimum  wage  today,  day  by  day,  is  being 
eroded  and  is  being  cut  by  inflation.  I  would  just  like  to,  if  I  may, 
read  again  the  points  I  make  at  the  end  of  our  statement. 

We  ask  that  you  examine  the  real  value  or  purchasing  power  of 
the  present  minimum  of  $3.35  an  hour.  In  1967,  the  minimum  wage 
was  $1.40  an  hour.  The  current  mininum  wage,  in  1967  dollars,  was 
worth  only  $1.27  in  January  of  1981. 

We  suggest  that  Congress  note  that  continued  inflation  has  seri- 
ously eroded  the  mininium  wage  and  that  Congress  should  direct 
its  attention  to  increasing  the  minimum  wage  and  indexing  it  in 
the  future  to  insure  that  the  5  million  minimum-wage  workers 
would  not  become  dependent  upon  supplemental  Government  sup- 
port such  as  food  stamps  and  welfare. 

It  is  our  view  that  the  minimum  wage  must  bear  a  relationship 
to  wages  generally  if  it  is  to  be  a  meaningful  wage  floor. 

Senator  Kennedy.  Thank  you;  my  time  is  up. 

Senator  Nickles.  Thank  you.  Senator  Kennedy. 

Senator  Quayle.  We  might  advise  the  members  that  we  are  oper- 
ating under  a  10-minute  rule. 

Senator  Quayle.  Thank  you,  Mr.  Chairman. 

Being  a  new  member  of  the  Labor  and  Human  Resources  Com- 
mittee, Mr.  Kirkland,  it  is  my  pleasure  to  welcome  you  for  the  first 
time.  I  have  not  had  the  opportunity  to  get  too  acquainted  with 
you,  but  I  hope  to  in  the  future  because  though  there  may  be  times 
when  we  disagree,  I  think  we  both,  and  all  of  us  on  this  committee, 
share  a  concern  for  the  issues  that  are  before  us.  The  issue  today 
happens  to  be  youth.  As  Senator  Kennedy  pointed  out,  there  are 
some  other  areas  of  importance  besides  the  youth  minimum  wage 
or  the  youth  opnortunity  wage,  or  whatever  you  want  to  call  it,  and 
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youth  training.  This  is  not  before  this  committee,  but  it  is  before 
anot.ier  committee  and  it  will  be  before  the  fuh  committee 

I  would  just  like  to  say  that  whatever  side  of  the  issue  one  comes 
down  on  on  this  subminimum  wage,  at  least  from  my  perspective 
anybody  who  suggests  that  this,  by  itself,  is  a  panacea  to  solving 
the  youth  uneniployment  problem  is  simply  mistaken;  that  there  is 
a  lot  more  to  the  problem  of  youth  unemployment  than  the  youth 
opportunity  and  the  subminimum  wage. 

I  happen  to  be  personally  intrigued  by  the  concept.  There  is  very 
minima  data  available  to  us  on  whether  this  thing  works  or  does 
not  work.  I  think  Chairman  Hatch  was  quoting  FDR,  which  is  now 
a  favorite  pasttime  of  all  of  us  Republicans 

Senator  Kennedy.  Well,  it  got  a  lot  of  them  elected.  [Laughter] 

Senator  Quayle.  It  certainly  got  one  of  them  elected,  which  is 
very  important. 

Senator  Kennedy.  We  have  not  heard  much  of  him  since 
[Laughter  ]  ' 

Senator  Quayle.  Are  you  talking  about  FDR?  I  am  trying  to 
bring  him  back  here  today;  that  is  what  I  want  to  talk  alwut 
[Laughter.] 

He  just  said,  quoting  FDR  and  Ronald  Reagan,  that  we  are  just 
trying  to  do  something.  Whatever  we  try  to  do  in  this  approach  we 
are  trying  to  do  something,  and  although  we  may  disagree  from 
time  to  time,  we  certainly  should  not  get  away  from  the  ultimate 
goal,  and  that  is  to  help  out  the  youth  and  the  disadvantaged  in 
this  country.  * 

I  would  like  to  get  back  to  your  concluding  statement  that  you 
responded  to  Senator  Kennedy  with,  where  you  said: 

We  sugRest  that  the  Congress  note  that  the  continued  inflation  has  seriously 
ing  the  minimum  wage  and  indexing  it.  inv-icoo 

Will  something  be  coming  forward  from  the  AFL-CIO  in  a 
formal  recommendation  on  how  far  we  should  increase  the  mini- 
muni  wage  next  year,  since  this  is  the  last  year  for  increases?  I 
think  the  Congress,  3  years  ago,  passed  a  3-year  package  that  does 
were  quite  adamant  in  your  statement  on  page  6  that 
in  1967,  the  minimum  wage  was  $L40  an  hour  and  the  current 
ofToSl"'"  dollars,  was  worth  only  $L27  in  January 

Will  something  be  forthcoming  from  the  AFL-CIO"^ 

Mr.  KiRKLAND.  I  believe  that  we  can  find  it  within  our  capacity, 
sir,  to  offer  some  reasonable  suggestions.  [Laughter  ] 

Senator  Quayle.  Well  these  reasonable  suggestions-will  this  be 
in  an  offensive  or  a  defensive  nature?  By  offensive,  I  mean  that 
you  would  take  it  separately  from  the  youth  differential  and  say 
that  the  Congress  ought  to  move  forward  on  this.  Or  will  it  be 
'^^l^J'l,^ J^Pj^j^s'''^ ^posture,  as  Senator  Kennedy  somewhat  sug- 
gested, that  if  the  subminimum  wage  begins  to  advance,  then  there 
may  be  a  thing  called  linkage? 

We  link  everything  today,  whether  it  is  loreign  policy,  domestic 
pohcy.  or  what  not.  There  may  be  a  linkage  that,  "Yes,  we  may  go 
along,  or  at  least  the  compromise  would  be  that  we  would  end  up 
with  a  youth  differential  as  long  as  the  minimum  wage  was  in- 
creased and  indexed. 
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Mr.  KiRKLAND.  Sir,  I  would  not  trade  a  subminimum  wage  for  a 
I  igher  minimum  wage,  if  that  is  your  question.  Our  position  that 
we  will  take  on  this  will  be  wholly  consistent  with  our  position  on 
the  minimum  wage  over  the  years,  and  we  will  endeavor  to  main- 
tain the  real  value  of  it,  consistent  with  our  position.  We  will 
continue  to  oppose  any  devices  to  cut  the  minimum  wage  for  major 
sectors  of  our  population,  and  we  are  prepared  to  address  it  on  its 
merits. 

Senator  Quayle.  I  believe  that  former  Secretary  Marshall  indi- 
cated that  the  increase  in  minimum  wage  does  cause  a  loss  of  jobs. 
Is  that  true?  Do  you  agree  with  thai  assessment  or  not? 

Mr.  KiRKLAND.  I  do  not  agree  witli  any  such  assessment,  and  I  do 
not  think  that  that  can  be  established. 

Senator  Quayle.  In  other  words,  you  do  not  think  that  increas- 
ing the  minimum  wage  would  have  any  impact  on  the  number  of 
jobs  available  in  this  country? 

Mr.  KiRKLAND.  I  think  I  indicated  before  that  I  believe  that  even 
the  most  extreme  adherent  of  marginal  productivity  economic 
theory  would  agree  that  it  works  only  in  real  terms.  Monetary 
equivalents  are  irrelevant;  you  have  to  look  at  the  real  effect  in 
relation  to  the  level  of  prices,  et  cetera. 

In  real  terms,  the  minimum  wage  has  declined;  it  has  not  in- 
creased. And  if  that  pure  marginal  productivity  theory  were  to 
work,  in  fact,  in  real  life,  that  should  have  led  to  an  increase  in 
employment,  and  it  has  not.  An  increase  in  the  minimum  wage 
designed  to  maintain  the  real  historical  level,  which  we  have  not 
even  achieved  by  the  increases  of  recent  years,  will  not  even  theo- 
retically lead  to  an  increase  in  unemployment,  even  if  you  adhere 
to  a  classical  theory  that  I  do  not  believe  matches  real  life. 

Another  point:  Even  the  advocates,  so  far  as  I  understand  them, 
of  a  subminimum  wage  concede  that  they  are  talking  about  jobs  for 
youth  in  marginal,  dead-end,  usually  transitory  employment.  I 
doubt  if  that  offers  much  real  hope  for  young  people  in  this  coun- 
try or  much  real  opportunity,  in  the  full  sense  of  that  word,  to 
young  people  in  this  country,  particularly  at  a  time  when  this 
move  is  being  paralleled  by  a  move  to  destroy  and  do  away  with 
programs  which  do  raise  the  level  of  performance,  capacity,  train- 
ing, and  skills  of  young  people,  and  which  do  place  them  in  con- 
crete jobs  and  do  give  them  an  opportunity  for  progress  and  growth 
in  their  future  lives. 

Senator  Quayle.  In  other  words,  the  bottom  line  is  that  you  do 
not  accept  that  argument  at  all? 

Mr.  KiRKLAND.  I  believe  that  is  a  fair  conclusion,  sir.  [Laughter.) 

Senator  Quayle.  Let  me  switch  to  one  of  the  strongest  argu- 
ments against  the  youth  differential,  and  that  is  job  substitution.  I 
think  you  stated  in  here,  did  you  not,  or  I  read  somewhere  that  you 
thought  that  70  percent  of  the  people  on  minimum  wage  were 
adults? 

Mr.  KiRKLAND.  Yes,  sir. 

Senator  Quayle.  As  a  matter  of  fact,  in  your  opening  paragraph 
you  say  that  we  would  be  creating  a  new  class  of  workers  who  will 
displace  them,  meaning,  I  presume,  the  adults. 

The  data  is  really  vague  and  not  conclusive;  there  really  is  not 
any  data  that  shows  that  this  would  happen.  I  mean,  we  have  the 
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wage  subsidy  that  we  have  tried  on  a  temporary  basis,  with  the 
youth  incentive  and  entitlement  programs.  We  have  the  Targeted 
Jobs  Tax  Credit  program  that  allows  up  to  $<).000  for  the  first  year 
which  IS  a  much  greater  incentive  than  85  percent  of  the  minimum* 
wage  would  be.  Yet,  there  is  no  evidence  that  shows  that  there  has 
been  any  displacement. 

If  there  was  displacement,  you  would  think  that  with  these  pro- 
grams going  on,  the  youth  unemployment  in  this  country  would  be 
going  down.  The  reverse  has  happened;  unemployment  with  youth 
has  gotten  worse. 

So,  can  we  conclude  that  there  is  going  to  be  this  displacement 
that  we  keep  hearing  about  time  and  time  again  everytime  some- 
one mentions  the  words  **youth  differential?" 

Mr.  KiRKLAND.  Well,  sir,  when  all  else  fails.  I  would  tend  to  rely 
on  commonsense.  and  commonsense  tells  me  it  would  have  that 
effect.  You  are  quite  correct  in  that  in  terms  of  the  profound  work 
ol  economists  based  upon  empirical  research,  the  results  are  rather 
sketchy.  But  we  do  have  this  study  which  I  think  sums  up  the 
Situation  at  present  in  terms  of  hard  data:  it  is  by  John  Fisk  of  the 
Economics  Division  of  the  Congressional  Research  Service  It  is  a 
study  that  was  published  last  November,  entitled  *The  Economic 
Rationale  for  the  Targeted  Jobs  Tax  Credit."  I  would  just  read  vou 
a  paragraph  from  that: 

Currently,  no  hard  evidence  is  available  on  the  effectiveness  of  the  TJTC  in 
reducing  structural  unemployment  A  I>partment  of  Labor  evaluation,  which  will 
be  available  m  June  19M  mav  be  the  first  Rood,  detailed,  empirical  study  on  the 
effects  oi  the  TJTC  Although  no  detailed  evaluations  of  the  TJTC  have  been 
completed,  there  is  some  limited  evidence  on  the  effectiveness  of  the  program  This 
evidence  suggests  that  windfalls  and  substitution  in  the  program  may  &  substan- 
m^«v  L  Z^^'l  A  accurate,  modifications  in  the  TJTCs  targeted  mechanism 
may  be  able  to  reduce  he  windfall  Nevertheless,  because  of  thp  oifTiculties  m 
Identifying  the  structurally  unemployed,  reduction  m  windfalls  will  not  be  easilv 
achieved 

I  think  that  is  the  status  of  it. 

Senator  Quayle.  In  that  statement,  a  reasonable  man  of  com- 
monsense would  say  that  perhaps  there  is  a  displacement  factor 
from  that. 

Mr.  KiRKLAND.  Yes.  sir. 

Senator  Quayle.  But,  then,  does  that  not  just  ny  in  the  face  of 
the  tact  that  the  unemployment  situation  for  youth  has  gotten 
worse  m  the  last  couple  of  years,  even  with  TJTC?  I  mean  it  has 
not  gotten  better,  has  it?  If  they  were  making  all  these  displace^ 
ments,  would  not  the  unemployment  situation  with  the  youth  eet 
better?  ^ 

Mr.  KiRKLAND.  I  think  the  recent  figures— and  my  Director  of 
Research  can  probably  respond  to  that  more  fully  than  I— indicate 
that  in  recent  months,  the  growth  of  unemployment  has  been  in 
sectors  other  than  youth;  that  is.  the  greatest  increases  in  unem- 
ployment. 

Obviously,  when  we  are  in  a  period  of  economic  stagnation  or 
decline--and  I  think  we  have  been  for  some  years— when  there  is 
high  unemployment  or  growing  unemployment  generally,  those 
elements  of  the  work  force  that  are  just  beginning  to  go  into  the 
work  force  are  going  to  suffer  from  the  impact  more  than  those 
who  have  tenure,  have  seniority,  and  have  experience  and  skills 
with  which  to  survive  in  this  struggle  of  a  declining  market  I 
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think  it  is  inevitable  that  that  would  exist  in  this  kind  of  an 
economic  environment. 

We  continue  to  believe  that  the  best  approach  to  it  is  to  better 
equip  young  people  with  the  capacity,  skills  and  talents  that  they 
will  need  throughout  their  lives  to  compete  in  the  job  market.  I 
believe  the  subminimum  will  have  precisely  the  reveise  effect, 
particularly,  sir,  at  a  time  when  we  are  in  the  process  of  disman- 
tling the  programs  that  do  provide  genuine  opportunities  and  en- 
hance the  capacities  of  young  people. 

Senator  Nickles.  Thank  you.  Senator. 

Senator  Quayle.  I  just  have  rwo  questions  that  would  necessitate 
a  yes  or  no,  if  I  could. 

Do  you  support  the  Targeted  Jobs  Tax  Credit  program? 

Mr.  KiRKLAND.  No.  We  accepted  it,  sir.  I  do  not  think  we  were 
wildly  enthusiastic  about  it. 

Senator  Quayle.  You  have  accepted  it,  but  you  do  not  endorse  it? 

Mr.  KiRKLAND.  No,  sir. 

Senator  Quayle.  What  about  the  wage  subsidy  program? 

Mr.  KiRKLAND.  The  same  would  be  true. 

Senator  Quayle.  The  same. 

Senator  Nickles.  Thank  you.  Senator  Quayle. 

Senator  Riegle. 

Senator  Riegle.  Thank  you,  Mr.  Chairman. 

Let  me  welcome  our  friends  at  the  table.  I  happen  to  serve  on 
four  subcommittees,  all  of  which  are  meeting  at  this  very  time,  and 
on  two  of  which  I  am  the  ranking  Democrat-one  downstairs  on 
Alcoholism  and  Drug  Abuse,  where  we  are  fighting  to  hold  those 
programs  together,  and  also  over  in  the  Commerce  Committee  on 
Science,  Space,  and  Technology.  So,  I  am  trying  to  be  several  places 
at  once  here. 

The  best  data  I  have  seen  indicates  that  about  70  percent  of  the 
people  who  are  today  working  at  the  minimum  wage  are  adults.  So, 
the  obvious  question  in  my  mind  is  that  if  we  create  a  special 
subminimum  wage,  something  lower  than  $3.35  an  hour  for  young 
people,  it  follows,  I  think,  that  many  of  the  businesses  that  are 
caught  with  high  interest  rates  and  slack  economy  are  going  to  lay 
off  the  adult  workers  at  the  minimum  wage  level  and  hire  in  their 
place  younger  workers  at  a  lower  wage  level.  They  are  almost 
forced  to  do  that  by  the  economic  circumstances. 

So,  I  think  the  chance  for  major  displacement  is  real,  especially 
in  the  kinds  of  economic  conditions  that  we  find  ourselves  in. 

If  you  look  in  New  York  or  Detroit  or  Chicago  or  Los  Angeles  or 
Miami,  or  other  major  urban  centers,  where  we  have  literally 
millions  of  our  unemployed  young  people,  what  is  needed  to  fit  that 
situation  may  be  quite  different  from  what  would  be  effective,  in 
other  regions  of  the  country.  Circumstances  are  different. 

To  really  get  at  this  problem  of  unemployed  youth,  which  is  a 
dangerous  and  incredibly  hurtful  and  wasteful  situation,  we  have 
to  look  at  it  where  it  exists  and  what  the  realities  are  in  those 
circumstances. 

Now,  I  would  submit  that  if  you  take  the  minimum  wage  for  a 
40-hour  week,  which  is  $134  a  week,  from  which  comes  social 
security  taxes.  Federal  taxes.  State  taxes,  and  local  taxes,  your  net 
salary  is  probably  something  closer  to  $100  a  week. 
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If  you  are  in  New  York  City  or  some  other  major  city,  vou  have 
transportation  costs  getting  to  and  from  work.  You  have^lothing 
costs;  you  cannot  go  to  work  stark  naked;  you  have  to  have  clothes. 
You  have  food  costs,  housing  costs,  and  utility  bills  I  know  people 
in  Michigan  right  now  who  are  paying  $100  a  week  just  for  utilities 
in  the  dead  of  winter.  And  then  there  is  medical  and  dental  care 

If  you  are  a  family,  if  you  have  responsibility  to  support  others 
in  your  family,  to  try  to  function  today  on  that  kind  of  take-home 
pay  IS  really  not  very  practical  in  some  of  the  major  areas  of  the 
country  where  the  unemployment  situation  is  the  worst.  Now,  that 
is  just  a  hard  fact. 

We  ought  not  to  kid  ourselves,  whether  we  are  Republicans  or 
Democrats,  or  well  ofi  or  not  so  well  off;  we  ought  not  to  fool 
ourselves  about  what  is  possible,  in  dollars  and  cents  terms,  in 
today  s  economic  situation.  Inflation  is  out  of  control,  and  it  obvi- 
ously hurts  people  on  the  lowest  rung  of  the  economic  ladder  more 
than  it  hurts  anybody  else. 

A«d  to  just  come  along  and  say,  "Look,  $3.35  an  hour  is  too 
much  and  we  are  going  to  shave  that  down  to  some  other  figure, 
like  $2.75  or  $2.50"— I  do  not  know  what  somebody  may  have  in 
mind— but  to  imagine  that  that  can  be  a  living  wage  on  a  40-hour  a 
week  basis  in  our  society  today  in  areas  such  as  I  have  mentioned, 
really  stretches  beyond  the  limits  of  what  is  feasible  and  wh-^t  is 
practical 

Just  add  the  numbers  up;  you  can  add  them  up  in  any  of  the 
major  metropolitan  areas  of  the  country  that  you  want  to  look  at. 
That  is  missing  from  this  debate.  I  say  this  in  a  friendly  way  to  my 
colleagues  on  the  other  side  of  the  aisle— it  is  one  thing  to  have  a 
theory  that  may  seem  attractive  if  you  are  not  in  power  and  you  do 
not  actually  have  to  put  the  thing  in  effect  and  make  it  work. 

The  problem  comes  if,  suddenly,  you  have  power  and  you  have  to 
fit  the  theory  to  t!ie  realities  and  you  find  that  it  does  not  fit.  I 
think  that  is  what  we  see  here.  I  think  what  we  are  already 
learning  is  that  when  you  start  to  bear  in  on  the  real  economic 
impact  of  the  minimum  wage,  you  find  out  today  that  the  mini- 
mum wage  in  high-cost  areas,  particularly  in  the  north  where  the 
winters  are  long  and  cold  and  the  utility  costs  are  high,  is  not  a 
livin'"  -age;  it  is  not  a  living  wage. 

Well,  there  are  people  who  do  not  want  to  see  that  part  of  it; 
they  would  rather  push  that  to  the  side  and  talk  about  other 
things. 

We  have  some  desperately  serious  problems,  I  think,  in  reaching 
and  helping  our  young  people  come  forward.  One  of  the  reasons  we 
have  so  many  unemployed  yDuth  in  the  United  States  is  we  are  not 
spending  enough  on  education,  especially  in  urban  ghettos  where, 
if  you  cannot  get  the  basic  educational  skills  coming  through 
school  or  cannot  even  remain  in  school  because  of  economic  cir- 
cumstances, you  are  not  going  to  be  prepared  for  the  kind  of 
society  that  we  have  today. 

So,  there  are  other  aspects  of  this  problem  that  also  have  to  be 
addressed.  But  one  of  the  hard  and  painful  facts  of  life  is  that  if 
you  look  at  the  Reagan  budget,  in  those  areas  help  i*^  being  with- 
drawn systematically,  program  by  program  bv  program  by  pro- 
gram. "  ^ 
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So»  this  problem,  if  this  budget  ib  taken  exactly  as  it  is,  is  going 
to  get  worse  in  terms  of  the  unemployed  youth  in  this  country  A 
lot  of  people  do  not  know  that  yet  because  we  are  still  in  the  press 
agency  aspect  of  the  debate  on  this  program.  But  the  hard  facts  of 
life  are  that  we  are  going  to  have  more  unemployed  youth  in  this 
country  if  this  budget  is  adopted  exactly  as  it  has  been  put  for- 
ward. That  is  an  inescapable  reality.  The  sooner  people  figure 
that  out  and  decide  if  that  is  what  they  want  or  not,  the  sooner  we 
can  get  down  to  a  serious  debate  on  the  hard,  cold  facts  of  life  that 
are  bearing  in  on  people 

I  would  welcome  your  comments  on  that  line  of  reasoning  or  any 
thoughts  you  would  want  to  add  to  that. 

Mr  KiRKLAND.  Well,  of  course,  I  subscribe  to  everything  that  you 
say.  Senator  Riegle.  As  far  as  the  budget  is  concerned,  the  program 
calls  for  the  elimination  of  about  half  a  million  CETA  jobs.  A 
rather  high  proportion  of  those  jobs  are  currently  occupied  by 
young  people,  and  they  will  be  thrown  on  the  street. " 

If  this  committee  were  really  concerned  and  assembled  to  consid- 
er the  real  role  of  the  minimum  wage  in  our  society  and  our 
economy  and  the  real  problems  that  people  face,  we  would  be 
meeting  here  to  argue  about  how  high  it  should  be  raised  this  year 
and  in  the  coining  years,  not  about  which  group  in  that  category  of 
people  who  are  suffering  ought  to  have  their  wages  cut. 

Senator  Riegle  Well,  it  seems  to  me  that  if  we  want  to  promote 
work—and  I  do  and  I  know  you  do,  and  I  think  most  Americans 
across  the  country  want  to  promote  work— if  we  want  to  promote 
work,  then  I  think  we  have  to  be  prepared  to  see  that  the  wages 
that  are  paid  constitute  a  living  wage.  You  cannot  promote  people 
getting  into  the  work  system  if  what  you  earn  as  a  minimum  is  not 
sufficient  to  enable  you  to  function  in  today  s  society. 

I  have  not  heard  anybody  yet  come  forward  and  show  on  a 
budgeted  basis,  in  a  Chicago,  in  a  New  York  City,  in  a  Los  Angeles, 
in  a  Miami,  how  you  provide  for  the  basic  elements  of  life  at  the 
minimum  wage,  let  alone  a  subminimum  wage. 

I  think  we  are  off  on  a  side  road  here,  and  I  just  hope  we  can 
wake  up  soon  so  that  we  can  get  back  to  the  basic  task  of  getting 
the  country  fully  employed 

My  time  is  up  here. 

Senator  Nicki.es  Thank  you.  Senator  Riegle;  we  appreciate  your 
comments. 

Mr.  Kirkland,  Mr  Dennison,  Mr.  Oswdd,  we  appreciate  your 
interes^t  and  your  testimony  in  this  matter.  Your  testimony  will  be 
entered  into  the  record  and  we  appreciate  your  endurance  for  the 
long  session  of  questions  You  have  provided  a  very  interesting 
viewpoint  and  we  thank  you  for  that. 

Mr  Kirkland.  Thank  you,  Mr  Chairman. 

Senator  Nickles.  Thank  you  We  look  forward  to  working  with 
you  m  the  days  and  years  to  come  too. 
(The  prepared  statement  of  Mr  Kn  kland  follows:] 
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STATEMENT  OE  LANE  KIRKLAND,    PRESIDENT,  AJvtERICAN 
FEDERATION  OF  LABOR  AND  CONGRESS  OF  INDUSTRIAL  ORGANIZATIONS, 
BEFORE  THE  LABOR  SUBCOMMITTEE  OF  THE  SENATE 
COMMITTEE  ON  LABOR     AND  Hl'M/N  RESOLRCFS  OK  LEGISLATION  TO 
ESTABLISH  A  SLB-f'INIMUM  WAGE 

March  25,  1981 

Mr.  Chairman,    I  appreciate  this  opportunity  to  present  the 
views  of  the  AFL-CIO  on  amending  the  Fair  Labor  Standards  Act  to 
provide  for  a  youth  minimum  wage  differential.     I  note  that  the 
bill  titles  all  purport  to  offer  "Youth  Opportunity."     i  do  not 
believe  that  most  teenagers  would  view  a  submimmum  wage  as  an 
"opportunity"  wage.     Nor  do  I  bel'eve  that  teenagers  currently 
employed  at  or  above  the  miniiT'uni  wage,  or  adult  worJ'ers,   who  are 
paid  relatively  low  wages,   would  accept  the  creation  of  a  new 
class  of  workers  vho  will  displace  then'  at  75%  or  85*  of  the 
minimiur.  wage. 

The  AFL-CIO  IS  opposed  to  a  submnirrum  wage  for  a  runib^r 
of  reasons.     We     believe  that  the  rr.inimum  wage  represents  a  floor 
under  wages  and  that  no  worker,   whether  young  or  old,  black  ci 
white,   should  be  asked  to  work  for  less  than     the  wage  floor, 
wfe  are  concerned  with  the  high  level  of  teenage  unemployment. 
But  we  are  equally  concerned    with  the  fact     that  there  were  7.8 
million  unemployed   in  February  1981  and  that  6  million  of  thrn 
were  20  years  of  age  or  older.     We  recognize  that  the  econorv    ,  , 
generating  too  few  jobs  for  the  old  as  well  as  the  young. 
The  answer  to  this  problem  is  the  creation  of  more  jobs,  not 
a  "super  low  wage"  pool  of  exploitable  young  workers  for  tho 
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same  businesses  that  are  being  granted  tax  breaks. 

Those  who  seek  a  lower  wage  floor  for  teenagers  must  accept 
the  fact  that  a  two-ticr  minimum  wage  would  create  higher 
unemployment  among  older  workers.     They  arc  opting  for 
equalizing  the  rates  of  unemployment  in  the  various  groups 
rather  than  eliminating  the  cause  of  high  unemployment.  They 
are  fostering  discrimination  on  the  basis  of  age,  encouraging 
school  drop-out  and  creating  tensions  m  the  work  place. 

There  is  so  much  talk  today  about  what  the  public  wants 
and  expects  from  the  new  Administration  that  you  may  be  interested 
in  the  findings  in  a  recent  Gallup  Poll    (February     1981)  dealing 
With  the  subminimun  warje  issue.     Among  the  key  findings  m  this 
poll  was  that  the  vievs  of  those  respondents  who  were  familiar 
with  the  proposal  for  a  youth  submmimum  were  almost  equally 
divided  for  and  against  the  proposal.     However  opposition  to  such 
a  wage  was  greatest  among  those  groups  which  would  be  directly 
affected  by  the  subminimum        namely,     teenagers  and  younger 
advilts.  blacks  and  those  with  less  formal  education.     For  example, 
of  those  expressing  views  on  the  submmimum  wage,   almost  60  percent 
of  the  youths  aged  18  to  24  (the  lowest  age  grouping  shown  m  the 
survey)  were    opposed  and  about  70  percent  of  the  blacks  were 
opposed. 

So,  if  you  view  this    bill  as  creating  opportunities  for 
youths,  particularly  black  youths,    it  should  be  of  some  concern 
that  these  groups  are  opposed  to  the  bill  and  that  they  do  not 
view  low  wages  as  affording  them  acceptable  "opportunities" 
for  employment . 
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Furthermore,   l  am  .-onvmced  that  a  poll  limited  to  "minimum- 
wage"  workers  or  to  teenagers  would  show  even  stronger  opposition 
to  the  creation  of  a  youth  subminimum.     Currently  adults  account 
for  7C  percent  of  all  minimum  wage  workers,  while  teenagers 
account  for  30    percent  of  those  currently  paid  the  minimum  wage. 
The  subminimum  wage  would  mean  displacements  m  the  older  group 
and  a  choice  between  a  cut  m  pay  or  displacement  m  the  employed 
teenage  group. 

Mr.  Chairman,  a  subminimum  wage  for  youth  if  not  a  new  issue. 
We  opposed  it  m  1971  and  m  1977.     We  were  convinced  then  and 
we  are  even  more  convinced  today  that  a  subminimum  wage  would 
legislate  discrimination  in  employment  on  the  basis  of  age  and 
would  not  solve  our  unemployment  problems. 

The  push  for  a  subminimum  m  the  7C's  reflected  recognition 
that  there  was  an  explosion  m  the  youth  population  m  that  decade 
and  that  many  more  jobs  would  be  required.     For  example,  there 
were  7.2  million  teenagers  aged  16-19  m  1970.     By  1977,  the 
n-Jmber  had  increased  28  percent  to  9.3  million.     Government  pro- 
jections indicate  a  7  percent  decline  m  1985  and  an  additional 
3  percent  drop  m  1990.     If  the  Congress  didn't  look  favorably 
at  a  subminimum  when  the  baby  boom  was  reaching  its  peak,  now 
that  the  teenage  labor  supply  is  shrinking,  there  is  even  less 
reason  for  consideration  of  such  a  proposal. 

The  issue  of  youth  employment,  Mr.  Chairman,    is  a  major 
consideration  m  our  work  force.     It  is  not  the  isolated  "mom  and 
pop  '  establishment  that  we  discuss  here  todav,   instead  iL  is  the 
fast  food  and  retail  industries  that  employ  more  workers  than 
does  the  entire  U.S.  steel  industry. 
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Mr.  Chairman,  the  Fair  Labor  standards  Act    currently  provides 
for  payment  of  less  than  the  minimum  wage  for  seven  categories 
including  full-time  students*     handicapped  workers*  and  student 
learners.    The  Department  of  Labor  has  issued  42,000  certificates 
authorising  the  employment  of  almost  700,000  workers  at  less  than 
the  minimum  wage,  as  of  Septembei  1960.     Full-time  students 
account  for  about  500,000  of  the  700,000  workers  authorized  to 
bft  employed  at  less  than  the  minimum  wage.     Half  of  the  full-time 
students  are  employed  in  retail  stores  and  restaurants. 

The  AFL-CIO  worked  with  the  Congress  in  the  60 's  and  70 's 
m  relaxing  the  requirements  for  employment  of  full-t\rae  students. 
A  review  of  the  status  of  full-time  students  under  the  Fair  Labor 
Standards  Act  appears  in  the  Appendix  to  this  statement. 

In  addition,  employers  can  claim  tax  credits  for  certain 
employees.     Under  the  Targeted  Jobs  Tax  Credit  Program  (TJTC) , 
there  are  seven  categories  of  employees  for  whom  employers  can 
claim  tax  credits  when  they  file  their  ;7icome  tax  returns.  Youths 
in  work-study  programs  and  economically    disadvantaged  youth  make 
up  the  majority  of  the  population  eligible  for  TJTC.     The  credit 
m  the  first  year  amounts  to  50  percent  of  the  first  $6#000 
of  the  employee's  wages  or  a  subsidy  to  the  employer  of  $1.50 
an  hour.     In  the  second  year,   the    credit  is  25  percent  of  the 
first  $6,000. 

According  to  the  Congressional  Research  service    of  the  Library 
of  Congress  which  has  been  studyirg  the  effectiveness  of  the  program* 
the  evidence  suggests  that  windfalls  and  job  substitutions  m  the 
program  have  been  substantial.     In  June  1981,   the  Department  of 
Labor  is  scheduled  to  release  an  empirical  study  on  the  effectiveness 
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of  the  program  ir  reducing  structural  unerrployment .     There  is 
every  indication  that  youth  uremployment    has  not  been  reduced 
by  the  TJTC  and  that  it  won't  be  helped  by  a  subirinimum  wage 
of  $2.50  or  $2.85. 

Mr.  Chairman,    m  the  course  of  the  debate  of  the  1977 
Amendments  to  the  Fair  Labor  Standards  Act,   the  Congress  decided 
that  various  questxons  raised  m  co^inection  with  this  legislation 
required  an  objective  ouvside  analysis  and  created  the  ^5^nlmum 
Wage  Study  Commission.     The  Commission  was  mandated  to  study 
12  issues  involving  the  Fair  Labor  Standards    Act.     One    of  these 
involved  determining  the  employment  and  unemployment  effects 
(if  any)  of  providing  a  different  minimum  wage  rate  for  youth. 

The  Commission  is  scheduled  to  complete  its  work  m  April 
or  tlu  3  year  and  to  :ssue  a  final  report  m  May.     The  Commission 
has  already  heard  a  number  of  acaden.xcs  (who  undei  the  ground 
rules  are  not  cited  prior  to  the  issuance  of  the  report)  describe 
their  findings  with  respt.^  to     the  miramum  wage  and  unemployment 
at  Hteetings  open  to  the  general  public.     Although  the  studies 
vary  greatly  m  dpproach,  all  address  the  issue  of  substJtutmg 
teenagers  for  older  workers.     These  studies  show  that  a  subminimum 
wage  would  generate  few  if  any  additional  jobs  and  that  displace- 
ment of  presently  employee  workers  vill  occur.     This  confirms 
earlier  studies  by  Professor  Alan  A.  Fisher  m  1975  and 
Professor  Edward  M.  Gramlich  who  testified  before  the  Congress 
m  1977.     Professor  Gramlich  actually  stated  that  he  preferred 
not  to  qo  on  record  as  to  who     should  get  the  jobs        adult  men 
and  women  or  teenageis. 
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Mr.  Chairman,  it  is  our  view  that  a  teenage  submimmum  would 
not  have  the  positive  effects  on  teenage  employment  which  concerned 
proponents  envisage.     Instead  it  would  create  new  tensions  in 
the  work  force.     Teenagers    would  resent  being  paid  less  for  doing 
the  same  work  as  older  workers.    Older  workers  would  consider  the 
creation  of  a  new  class  of  submimmum  wage  workers  as  job-threatening 
and  unfair  competition. 

Furthermore,  we  cannot  see  how  the  provision  in  this  bill  for 
a  180  day  limitation  on  the  payment  of  £  submimmum  wage  could  be 
monitored.     Instead  we  foresee  a  revolving  door  where  teenagers 
work  at  a  lower  minimum  until  they  arf»  displaced  by  a  new-younger 
group  of  workers.    We  see  no  way  in  which  the  Secretary  of  Labor 
can  "discover"  violations  of  this  provision  which  requires  no 


penalties  fo*^  violations  would  be  imposed. 

Mr.  Chairman,  we  urge  that  you  not  legislate  job  discrimina- 
tion on  the  basis  of  age  ---  or  any  otVcr  personal  characteristic. 
Work  must  be  paid  for  as  work  and  not  or  the  basis  of  who  is 
performing  the  work. 

We  ask  that  you  examine  the  real  value  or  purchasing  power 
of  the  present  minimum  of  $3.35  an  hour.     In  ±967,   the  minimum 
wage  was  $1.40  an  hour.     The  current  minimum  wage  in  1967  dollars, 
was  worth  only  $1.27  in  January  1981. 

We  suggest  that  Congress  note  that  continued  inflation  has 
serxously  eroded  the  minimum  wage  and  the  Congress  should  direct 
Its  attention  to  increasing  the  minimum  wage  and  indexing  it  in 
the  future  to  ensure  that  the  5  million  minimum  wage  workers 
would  not  become  dependent     upon  supplemental  government  support, 


-'-ion  for  teenage  employment  and  little  likelihood  that 
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such  «s  food  stamps  and  welfare.     It  is  our  view  that  the 
minimun.  wage  must  bear  a  relationship  to  wages  generally  if  it 
18  to  be  a  meaningful    wage  floor.     (Attached  are  the  statements 
on  the  Fair  Labor  Standards  Act  and  the  Teen-Wage  Fiction 
issued  by  the  Executive  Council  of  the  AFL-CIO  m  February  1981.) 
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APPENDIX 


Latitlative  History  of  Full-Ti-ne  Students  Under  the  Fair  Labor  Standardi  Act 

Froa  1938  to  1961  there  was  no  special  provision  in  the  Fair  Labor 
Standards  Act  ralating  to  the  employment  of  full-cime  students  at  subttinimum 


•aploying  learners,  apprentices,  student  learners  and  student  workers  at 
•ubainimun  ratea.) 

Tha  1961  Aaendments  to  the  Act  revised  Section  14  of  the  Act  to  permit 

tht  eaployment  of  students  at  85  percent  of  the  minimum  wage  in  retail  and 

strvicc  establishments.    The  purpose  of  this  provison  was  described  in 

House  Report  Mo.  75  <87th  Congress,  1st  Session.  >Urch  13,  1961)  as  follows: 

"To  provide  employment  opportunities  for  students  who  desire 
to  work  part'time  outside  of  their  school  hours  without 
displacement  of  adult  workers." 

Za  general,  the  maximun  number  of  hours  that  could  be  paid  for  at  subminimum 

rates  vas  limited  by  past  practice  in  employing  students.    An  upper  limit  of 

10  percent  of  all  hours  was  established.    An  upper  age  limit  of  18  was  also 

catablished  by  the  Labor  Department  regulations. 

Th«  1966  Amendments  to  the  Act  revised  Section  14  with  respect  to  full- 

tiw  student  employment  in  the  retail  and  service  industries  and  added  a 

provision  authorizing  the  employment  of  students  in  agriculture  at  sub- 

ninimuffl  rates. 

The  regulations  for  the  hiring  of  students  were  relaxed  so  as  to  permit 
the  iaauance  of  student  certificates  to  "students  regardless  of  age  (but 
in  coapliance  with  child  labor  laws)." 

The  10  percent  limitation  on  full-time  student  hours  at  subminimum 
t*2ges  vas  eliminated  after  the  1966  aaendments.    As  a  result,  there  are 
certificates,  issued  by  the  Department  of  Labor,  which  authorize  the 
employment  of  full'time  students  at  subminimum  rates  for  as  many  as  50  percent 
of  all  hours  worked  in  some  restaurants.    In  variety  stores,  authorizations 


rates.    (Note:    There  were  and  there  continue  to  be  special  provisions  for 
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of  35  parcent  tcudenc  hours  art  not  uncooBon. 

Th«  1974  Amendmencs  txpanded  chc  fuU'ttudent  cerCificacion  program  co 
include  intcituciont  of  higher  educacion*    In  addicion,  a  special  exeapcion 

authorised  for  tlccutncary  and  tecondar/  education  in'>i\oute,  uork'ttudy 
prograna.    The  procedures  for  obtaining  certificates  authorizing  the 
•aployment  of  students  at  85  parcent  of  the  minimum  were  streamlined: 

  Xnacitutions  of  higher  education  need  not  obtain  certificates  prior  to 

th^  employment  of  students  unless  they  are  found  to  violate  the  law  or 
th«  Secretary's  regulations. 

-  -  Retail  or  service  establishments  or  agricultursl  employers  may  employ 
four  or  fever  students  without  complying  with  the  precertification  procedure. 

•  -  The  provisions  of  prior  law  ii.jiting  the  number  of    hours  for  which 

a  retail  or  service  establishment  or  agricultural  employer  might  employ 

students  at  a  subminimum  wage  to  che  proportiwn  of  student  hours  to  the 

total  hours  that  existed  in  such  employer's  establishment  prior  to  1961  or 

1966  arc  changed  to  offer  the  employer  three  options: 

Tha  employer  may  employ  students  at  a  subminimum  wage  rate  for 
hours  not  to  exceed  Ca)  the  ^iroportion  of  student  hours  Co  total 
hours  of  employment  in  the  preceding  yoar ,  (b)  the  maximum  proportion 
to  which  the  estsblishment  was  ever  entitled  under  prior  law,  or  (c) 
a  proportion  equal  to  1/10  of  the  establishment's  total  hours  oi 
employment  1  whichever  is  greater. 
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Statement  by  the  AFL-CIO  Executive  Council 
on 

Fair  Ii»bor  Standards  Act 

February  l6  ,  198I 
Bal  Harbour,  Fla. 

Continued  Inflation  has  wiped  out  the  purchasing  power  provided  niniiaum 
wage  vorKers  by  the  19TT  amendments  to  the  Fair  Labor  Standards  Act. 

The  current  minimum  wage  of  $3-35  an  hour,  which  went  into  effect  on 
January  1,  1981,  as  the  fourth  and  final  step  of  the  19T7  increases,  vas  out- 
dated by  inflation  before  it  re«ched  the  workers'  paychecks.    A  minimum  wage 
of  $3.72  an  hour  would  have  been  required  in  December  I980  in  order  to  yield 
the  same  purchasing  power  as  the  $1.L0  an  hour  ninimum  vage  had  m  I96T. 

loday's  minimum  vage  is  continuing  to  fall  in  purchasing  power  and 
threatens  its  five  million  recipients  with  becoming  more  dependent  upon  sup- 
plemental government  support,  such  as  food  st^ps  and  welfare  assistance. 
The  historic  role  of  the  federal  minimtaa  wage  has  been  to  set  a  floor  under 
the  level  of  vages  an  employer  must  pay  so  that  he  is  not  subsidized  by  tax- 
supported  federal  aid  Bjxd  community  programs. 

If  Congress  had  accepted  the  1977  proposals  tc  index  the  minimum  wage 
to  average  hourly  earnings  in  manufacturing,  minimum  wage  workers  would  be 
Keeping  pace  with  all  other  workers.    The  1967  minimum  wage  of  $1.1*0  an  hour 
equaled  50  percent  of  gross  average  hourly  earnings  in  manufacturing,  the 
$3.35  minimum  wage  only  equals  about       percent  of  that  standard.    The  erosion 
of  the  buying  power  of  the  minimum  wage  makes  a  strong  case  for  indexing  it 
for  the  future. 

A  tvo-tier  minimum  wage  or  a  subminimiua  waxe  for  youth  would  encourage 
employers  to  fire  older  minimum  wage  workers  with  family  obligations  in  onlcr 
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to  hir«  youncer  vorkers  at  less  pay.    Minimum  vage  workers  desperately  need 
increased  buying  power  to  support  thenselves  and  their  families;  not  a 
rerolvlng  door  to  the  unemployment  line. 

While  the  teenage  unemrloyment  rate  is  disastrously  high  and  der^nds 
effective  programs  to  provide  Jobs  for  younger  workers,  we  adamantly  reject 
the  contention  that  those  Jobs  must  come  at  th»;  expense  of  older  vorkers. 
Pour  of  every  five  unemployed  workers  are  not  teenagers,  yet  older  workers 
vould  be  shoved  to  the  end  of  the  line  of  Jobseekers  so  that  employers  could 
pay  a  lover  vage  to  teenagers. 

Seventy  percent  of  the  workers  who  are  paid  the  minimum  wage  are  adults, 
and  tvo-thiras  Oi  them  are  wcmen,  many  of  whom  are  heads  of  households.  Clearlv, 
their  Jobs  would  be  Jeopardized  by  a  submininun  wage  for  teenagers. 

The  creation  of  age  discrimination  within  the  mininum  wate  structure 
could  lead  to  further  erosion  of  the  wage  floor  based  on  race  or  sex  vith  the 
specloua  Justification  that  their  higher  uneraploynent  rates  require  discrinina- 
toiy  vages.    The  federal  government  must  not  promote  vage  d is -rimi nation  on  any 
grounds,  for  any  purpose. 

Therefore,  the  AFL-CIO  will: 

1.  Urge  Congress  to  index  the  minimum  wage. 

2.  Oppose  any  attempts  to  legislate  a  two-tier  wage  structure  that 
discriminates  on  the  basis  of  age  or  any  other  factor. 

3.  Seek  adequate  funding  for  aggressive  enforcement  of  wage  and  hour 

lavs. 
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Although  inflaUon  hoa  already  seriously  underlined  the  purch».ing  power 
of  «lnl«u«  yag,  workers,  conservatives  are  urging  the  adoption  of  ,  two-tier 
wag.  floor  that  wouli  reduce  the  present  minimum  paid  to  workers  under  20  year, 
old  by  25  percent:    from  $3.35  to  $2.50  per  hour. 

Advocates  also  claln  a  subBinimuia  wage  would  enable  employers  to  "train" 
younger  workers.    How  ,uch  training  is  required  to  turn  a  hamburger!    The  mini- 
mum wage  is  for  untrained,  unskilled  workers;  ?5  percent  of  American  workers 
earn  nore  than  the  ninimum  wage. 

The  true  goal  of  the  advocates  of  a  subminim™  wage  is  lower  wages,  not 
reduction  In  unemployment.    :,or  are  the  true  beneficiaries  so-called  Mc,  and 
Pop  stores.    licDonelds.  for  example,  is  now  a  larger  employer  than  U.S.  Steel. 

Employers  already  get  substantial  tax  breaks  for  hiring  certain  youths, 
including  the  economically  disadvantaged  and  those  in  work-study  programs. 
Under  the  Targeted  Jobs  Tax  Credit  program,  the  employer's  tax  credit  amounts 
to  half  of  the  first  $6,000  of  the  employee's  wages  in  the  first  year  and  25 
percent  In  the  second  year. 

Such  progra,r,3  have  created  few.  if  any.  new  Jobs.     A  study  by  Ohio 
State  University  shov3  that  at  least  30  percent  of  the  certifications  issued 
under  TJTC  progra.'.s  have  been  retro.ctl-ve.  clair.ed  for  workers  already  on  the 
payroll.     Thus,  few  new  Jobs  „,re  created.     A.nd  the  Congressioral  ?esearc.n 
Service  reported  widespread  substitutions  of  youths  for  already-employed 
Older  workers.  N 

Further,  the  lav  already  provides  opportunities  for  students  and  others 

at  cpecial  v^^e  rate-,  un'er  spe^al  protected  conditiors. 
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Present  lav  permits  payment  of  less  than  the  mininua  wage  to  no  fever 
^han  seven  categories  of  vorkers^  including  students,  handicapped  workers  and 
student  learners.    Of  tht  700,000  workers  certified  for  easployaient  at  less  than 
the  miniaujB  wage,  500,000  are  students,  half  of  thea  employee  in  retail  stores 
and  restaurants. 

Advocates  of  a  you^i*  s^birini3*uii  wage  frequently  point  to  the  high  unem- 
ployment rate  a.'song  miner* ty  youth  as  justification  fgr  providir.5  a  lower  cinin'xr 
wmge.    While  the  AFL-CIO  has  long  urt,^d  youth  enpio^jient  programs  targeted  tc 
the  need=  of  ninority  you^h    we  reject  as  superficial  tr.e  clai-::  that  a  subaininur: 
wage  would  significantly  reduce  their  uneapicynent  rate. 

A  subminim'on  va(5e  vould  not  jolve  thu  problems  of  iiscnainatior  in  employ- 
ment that  ol/Viousl^'  contribute  to  the  j6.1  percent  'onempioyment  rate  ar.ong  blacjt 
youth,  more  thai,  double  the  rate  for  vnite  te«na^-rs.    Z-^^cr^r.ination  can  never 
be  solved  through  nort  discrimination.    Further >  mmorit/  youth  lack  the  acces- 
to  transportation  to  job  opportunities  m  the  ^uburos  —  anotner  nia^.cr  factor 
in  their  higher  uneiaployaient  rate  ignored  oy  the  backers  of  a  subi;iini''iujn  wage. 
The  real  prob^en  facing  black  teenagers  is  a  lack  of  jobs  m  inner  cities  — 
not  wage  levels. 

A  two'tier  proposal  would  authorize  acrcas-tne-bcari  Jiscri^.inatiori  against 
all  workers  under  JC »  family  oreadwi. miners  as  well  as  stt.dier.ts. 

While  a  youth  subminiauia  would  have  negligible  effects  ir.  teres  of  job 
creation,  it  would  bring  abcut  widespread  Job  displacement. 

iinploi'ers  eager  to  hire  tr?ena^e  workers  at  bargain  base.ne  .t  wage  rates 
would  be  no  less  eager  to  replace  -ner^  with  others  when  tney  reached  the  nagi. 
m^e  of  20  that  would  entitle  them  to  a  25  percent  increase  to  tne  minimun  wage. 

Although  economists  disagree  about  the  extent  of  Job  displaccsent  that 
would  take  pxacy>  they  are  unanirsou^  in  tho  viev  that  tecuigcr^  e-pioyed  t 

loss    t  '1  til   *  1  -L    "  J  . „     "n    '      nvjL.tt       .     '  r      li'l     'a'^1'"J'  • 
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Of  those  earning  ihe  m.aiauB,  a  full  70  percent  tire  adults,  many  are  headt 
Of  fanllies  ar.d  two-thirds  of  the  adults  are  vouen. 

Anong  those  r.ov  unenployed,  'mly  a  fifth  are  ur.c:e-  20.  Eight  out  of  ten 
are  older,  experienced  vorker-, 

A  two-tier  .-a^nir.^.  vaj^e  woula  5et  thee  m  c^n:peti**on  vith  younger , "cheaper" 
workers  and    ^ouiJ  f.rther  re-uce  :*.e  char.c^^j  of  :^:ese  clXer  workerj:  for  finding 
and  i&tt^iQf^  a         that  wo-l-  ce  disastrous  as  a  social  volxcy. 

Paying  less  t^an  a  deceit  w<±&e  would  do  nothing  to  strengthen  the  economy. 
Decreased  earnings  n^&r.  lecreaoed  purcnasir.g  power,  which  trarslates  into  less 
desaar.d  ^n  the  marKeti-lace,  Ic-er  product loi.  and  fever  Jets. 

For  the  teer.ae;;rs  ihen^eAves,  -.he  injustice  uf  bein^  j.aia  ^ezs  than  their 
older  feiiov  workers  doing  ti:e  sane  ^obs  would  te  a  source  of  r^sentn-nt ,  to  say 
nothing  of  che  discourngii.g  prospect  of  again  teir^  ur.eiLplvc-  at  a^.^  2- 

fvT  ail  Ame.-'ican  jor-.'.rs  ana  ill  Ci->t::er.3,  tne  most  dar.gerras  a-x^ect  of 
the  two-tier  laxnittujo  wage  acheUw  is  '-r.at  -t  rests  or.  an  irjvsti^-e  tnat  can  cnij- 
breed  acre  injustice. 

If  a  subiiininur.  wa^'i  _aii  be  iDpos'jd  on  cne  ^rcup  cf  -oriterj,  vny  not  on 
others?    If  it  IS  the  solution  for  rforkers  from  i6  through  1> ,  vny  not  for  thost  fro 


If  wage  dit.cri.v.i.r.aMon  can  Is  .  ised  on  age,  *h}  ^zz  on  race?  Blacits 
have  cuch  higher  unemplo/xe-t  t^in  ;,hi'.es  —  vr>y  s^colcm't  they  -ave  the  "bene!:* 
of  vorK^-g  fcr  lower  wa^  3  t  >  do  the  5a;  e  ,ob? 

The  nationa^  expt'rienct?  teacher  us  that  discri-:iina-. i of  a../  kini,  .or 
any  reason,  is  incompatible  with  democracy  ana  fatal  to  the  idea  of  sccial  and 
economic  Justice,    work  must  be  paid  for  as  work,  regardless  of  age,  race  or 
tex  of  the  worker . 


20  to  2i*?  That,  a:*ter  aU ,  is  the  iastest-gro*-ing  ^egr-en*  of  the  populate, 
while  teenagers  are  rai^idl.   iecliairg  as  a  proportion  of  the  popu-ati -.n. 


Senator  Nickles,  Our  next  panel— may  have  some  interesting 
points  which  may  provide  a  counter  aspect  to  this.  Senator  Riegle, 
you  might  be  interested  in  one  because  he  is  from  Chicago. 

We  have  Dr.  June  O'NeilK  who  is  director  of  the  Program  of 
Policy  Research  on  Women  and  Families,  from  the  Urban  Institute. 
We  have  Dr,  Hashimoto,  who  is  associate  professor  of  economics. 
University  of  Washington,  in  Seattle,  Wash,,  and  we  have  Renault 
Robinson,  who  is  a  commissioner  of  the  Chicago  Housing  Authori- 
ty. 

We  welcome  you,  and  I  would  like  to  inform  you  and  the  other 
people  that  are  scheduled  to  testify  before  the  committee  ihat  due 
to  the  length  and  the  number  of  Senators  that  appeared  for  our 
last  panel,  all  of  whom  chose  to  use  their  10  minutes,  we  have  put 
ourselves  in  somewhat  of  a  time  constraint  due  to  the  fact  that  we 
are  obligated  to  be  out  of  this  room  by  no  later  than  1  o'clock. 

I  would  state  to  all  witnesses  that  their  prepared  statements  will 
be  read  by  myself  and  by  other  members  who  are  very  interested 
in  this  subject.  We  would  appreciate  your  brief  summary  and  s>n- 
opsis  of  what  you  have  heard  today,  yesterday,  what  you  think  the 
net  effects  may  be  positive  or  negative,  of  the  proposed  legislation, 
and  who  it  might  help  or  hurt. 

Dr.  O'Neill,  would  you  please  begin? 

STATEMENT  OF  JUNE  O'NEILL,  DIRECTOR,  PROGRAM  OF 
POLICY  RESEARCH  ON  WOMEN  AND  FAMILIES,  THE  URBAN 
INSTITUTE,  WASHINGTON,  DC;  MASANORI  HASHIMOTO,  AS- 
SOCIATE  PROFESSOR  OF  ECONOMICS  AND  PUBLIC  AFFAIRS, 
UNIVERSITY  OF  WASHINGTON,  SEATTLE,  WASH.:  AND  RE- 
NAULT A.  ROBINSON,  COMMISSIONER,  CHICAGO  HOUSING 
AUTHORITY,  CHICAGO,  ILL  ,  A  PANEL 

Dr,  O'Neill.  Mr.  Chairman  and  members  of  the  committee,  I  am 
pleased  to  be  here  today.  I  will  briefly  review  the  findings  of 
economics  concerning  the  labor  market  effects  of  the  minimum 
wage  and  then  turn  to  the  implications  for  a  youth  differential. 

First,  the  question  of  whether  exploitation  of  workers  would 
occur  without  a  minimum  wage:  By  exploitation,  I  mean  a  situa- 
tion where  workers  are  ^aid  a  wage  that  is  less  than  their  margin- 
al contribution  to  a  firm  s  revenue.  But  a  firm  could  get  away  with 
such  behavior  only  if  workers  were  for  some  reason  unable  to  go  to 
another  firm  or  if  firms  banded  together  in  a  collusive  agreement 
to  hold  down  wages. 

The  isolated,  one-company  town  of  the  past  might  have  met 
these  conditions,  but  today  we  live  in  a  large  and  mobile  economy. 
Close  to  one-fifth  of  all  employed  workers  had  been  in  their  jobs  for 
less  than  6  months  in  1979.  Workers  maintain  a  healthy  quit  rate 
and  rates  of  geographic  migration  are  high.  Thousands  of  firms 
compete  with  each  other  for  workers.  Under  these  circumstances,  I 
do  not  believe  that  exploitation  of  workers  could  be  widespread. 

This  does  not  mean  that  without  a  minimum  wage,  no  worker 
would  earn  a  wage  below  the  current  minimum.  A  decree  establish- 
ing $3.35  an  hour  as  the  legal  minimum  does  not  alter  the  fact  that 
some  workers  are  just  not  capable  of  providing  work  worth  $3.35 
an  hour.  As  a  result  of  this  fact,  employers  will  react  to  the 
minimum  by  reducing  their  employment  of  workers  whose  produc- 
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tiyity  does  not  command  the  minimum  standard.  No  matter  how 
kind-hearted  the  employer,  market  conditions  will  make  it  almost 
inevitable  that  the  firm  follows  this  course  of  action. 

As  a  result  of  a  hike  in  the  minimum,  firms  will  change  the  way 
they  produce  the  product  by  substituting  physical  capital  for  labor 
or  more  highly  skilled  labor  for  less-skilled  labor  in  order  to  mini- 
mize the  increase  in  costs.  And  if  their  product  can  be  easily 
substituted  by  consumers,  such  as  laundering  at  home  for  laundry 
done  commercially,  so  that  even  small  changes  in  price  result  in 
large  declines  in  consumer  purchases,  their  businesses  will  ulti- 
mately decline  and  resources  will  shift  into  the  production  of  goods 
and  services  using  skilled  labor  and  capital  that  are  not  affected  by 
the  minimum  wage. 

The  minimum  wage  cannot  play  Robin  Hood,  taking  income  from 
greedy  capitalists  and  giving  both  higher  pay  and  jobs  to  the  low- 
skilled  worker.  The  market  does  not  allow  that  to  happen. 

The  implications  of  this  analysis  are  clear.  As  a  result  of  an 
increase  in  the  minimum  wage,  the  employment  of  workers  with 
low  skills  will  be  less  than  would  otherwise  have  been  the  case. 
How  much  less  will  depend  on  the  level  of  the  minimum  wage 
relative  to  what  the  wage  would  have  been  in  the  absence  of  the 
minimum,  and  also  on  the  potential  substitution  of  other  inputs  for 
low-skill  labor. 

A  large  number  of  econometric  studies  have  tried  to  measure  the 
effect  of  the  minimum  wage  on  youth  employment.  The  focus  has 
been  on  youth  because  as  a  result  of  less  experience  and  maturity, 
they  are  lower  productivity  workers  and  therefore  more  likely  to 
be  significantly  affected  by  a  minimum  wage.  Thev  are  the  largest 
single  group  affected  by  the  minimum  wage. 

These  studies  have  investigated  the  net  effect  of  changes  in  the 
level  and  coverage  of  the  minimum  wage  on  quartorly  changes  in 
teenage  employment  over  the  past  20  to  30  year-.  Thev  have  held 
constant  the  possibly  confoundmg  effects  of  :her  factors  that 
affect  employment,  such  as  business  cycle  fluctuations,  school  en- 
rollment, and  the  age  composition  of  the  population. 

Out  of  12  major  statistical  studies  done  over  the  past  decade  by 
different  economists  using  different  techniques,  all  found  a  nega- 
tive effect  of  the  minimum  wage  on  the  employment  of  youth  16  to 
19  years  old.  A  table  summarizing  these  results  is  attached  to  my 
prepared  statement. 

Most  commonly,  the  magnitude  of  the  effect  was  such  that  a  10- 
percent  increase  in  the  minimum  wage  resulted  in  a  1-  to  8-percent 
reduction  in  teenage  employment.  In  terms  of  numerical  increases, 
the  studies  suggest  that  a  10-percent  reduction  in  the  national 
minimum  wage  would  increase  the  employment  of  teenagers  by 
between  imm)  and  220,000. 

The  studies  also  find  that  the  minimum  wage  tends  to  increase 
the  measured  youth  unemployment  rate,  but  the  effect  is  weaker 
because  it  is  more  complex.  The  reduction  in  employment  generat- 
ed by  the  minimum  wage  need  not  be  translated  one  for  one  into 
an  increase  in  unemployment  if  youth  become  discouraged  as  a 
result  of  the  tighter  employment  situation  and  withdraw  from  the 
labor  force.  Indeed,  a  large  proportion  of  disemployed  teenagers  do 
remain  out.side  the  labor  force,  and  it  is  this  pattern  that  explains 
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why  .he  positive  effect  of  the  minimum  wage  on  the  measured 
o^e^Tn?"^"^"^  -  '"^^  nelatrXc? 

The  willingness  of  teenagers  out  of  the  labor  force  to  accept  work 
at  wages  below  the  mmimum  wage  has  been  indicated  Krveys 

lutnf^u^,  1°"/  '""^^y  fi'iS^-''^  that  close  to  1  million  you?h  now 
out  of  the  labor  force  would  be  willing  to  work  at  85  oercent  of  thp 
m.mmum;  600.000  at  75  percent  of  the  minimum  ^ 
beveral  proposals  have  been  made  which  would  leave  the  nation- 

tiZ^r  R  "^^^      P'^'r"        ^""l*^  it  or  eliminate  it  ?or 

^Tr^!,^.  ^  extension  of  the  analysis  of  the  effect  of  the  mini- 
mum wage  on  teenage  unemployment.  I  believe  it  is  pretty  dear 
t^n^r     ^^'^^"'■""t.al  would,  in  fact,  expand  the  employment  of 

Senator  Nickles.  Dr.  O'Neill,  could  I  interrupt  you  at  that  time"> 

minute  Z^tt^t^'^^'f''       ''''  P^^^^'^'s?  We  a?e  on  a  I 

minute  limitation  and  if  we  do  not  move-I  am  going  to  come  back 
and  ask  you  a  question  that  I  think  you  are  going  to  be^rrested 

Dr.  O'Neill.  Fine;  thank  you. 

[The  prepared  statement  of  Dr.  O'Neill  follows.! 
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?rATEKENT  OF  JUKE  O'NEILL  ON  TCE 
EFFECT  OF  THE  MINIMOM  WAGE  ON  YOUTH  EJttLOYMENT 

BEF(»E  THE  LABOR  SUBCOMMITTEE  OF  THE 
SENATE  COMMITTEE  ON  LABOR  AND  HUMAN  RESOURCES 

March  25 »  mi 

Mr.  Chaiman  end  Mmbcra  of  the  coomittce,  ny  na&i«  is  June  O'Neill.    1  am 
n  econoBiet  and  the  Director  of  the  Program  of  Policy  Research  on  Wonen  and 
iraailiea  at  The  Urban  Institute  In  Washington,  D.C.    I  am  appearing  today, 
however,  in  an  individual  capacity  and  the  views  that  I  am  expressing  are 
aolely  my  own  and  are  not  necessarily  the  views  of  The  Urban  Institute  or  its 
aponsora . 

One  of  the  striking  revelations  of  my  student  days  in  economics  was  the 
idea  that  the  minimum  wage  —  which  I  had  always  accepted  as  an  Institution  g 
that  SAved  workera  from  exploitation  —  was,  in  fact,  likely  to  be  harmful  to 
workera,  particularly  low-skilled  workers.    Unlike  many  issues  —  the  csuses  of 
inflation  or  the  effect  of  a  tax  cut,  to  name  two  —  the  diaemployment  effect 
of  the  minimum  wage  is  sn  issue  about  which  economists  are  in  substantisl 
agreement.    Moreover,  economists  have  produced  a  large  literature  of  empirical 
research  on  the  subject,  with  results  pointing  in  the  same  direction. 

Today  I  will  briefly  review  the  findings  of  economics  concerning  the  labor 
market  effects  of  the  minimum  wage  and  then  turn  to  the  Implications  for  a 
youth  differential.    First,  there  Is  the  question  whether  exploitation  of 
workers  at  the  low  end  of  the  wage  distribution  would  occur  without  a  minimum 
wage.    Exploitation  can  be  said  to  exist  when  workers  are  paid  a  wage  which  Is 
less  than  their  marginal  contribution  to  a  firm's  revenue.    But  a  firm  could 
indulge  in  such  behavior  only  if  workers  were  for  some  reason  unable  to  go  to 
another  firm  or  if  all  firms  banded  together  In  a  collusive  agreement  to  hold 
down  wages.    Perh^ips  In  the  past  an  isolated  one-company  town  might  have  met 

o 

ERIC 


307 


thMe  condition,  for  exploitation.    But  today  we  live  In  a  large  and  mobile 
•cono«y.    cloaa  to  one-fifth  of  all  eoiployed  workers  had  been  in  their  Jobs  for 
laaa  than  six  «,nths  In  1979,  according  to  a  survey  of  Job  tenure  Uken  by  the 
Departatat  of  Labor'a  Bureau  of  Ubor  Statistics.    Workers  maintain  a  healthy 
quit  rata  (about  two  of  every  one  hundred  employees  In  manufacturing  quit  cmch 
month)  and  rates  of  geographic  migration  «:e  high,    ihouaands  of  firms  compata 
with  each  other  for  workers.    Under  thase  clrcumatancaa,  exploitation  of 
workers  could  not  be  widespread. 

ais  does  not  mean  that  without  a  minimum  wage  no  worker  would  earn  a  wage 
below  the  current  minimum.    A  decree  establishing  $3.25  an  hour  as  the  legal 
miaimu.  (with  some  exceptions)  does  not  alter  the  fact  tliat  some  workers  are 
Just  not  capable  of  providing  work  worth  $3.25  an  hour.    And  as  «  result  of 
this  fact,  employers  will  react  to  the  minimum  by  reducing  their  employment  of 
workera  whose  productivity  does  not  cooiand  the  $3.25  standard.    No  matter  how 
klndhearted  or  generous  the  employer,  market  conditions  will  make  It  alo-ost 
inevitable  that  the  firm  follows  thla  course  of  action.    Only  In  the  rare  case 
where  a  firm  could  pass  on  all  the  higher  costs  of  employment  to  the  price  of 
the  product  snd  suffer  no  decline  In  demand  for  Its  product  (an  inelastic 
demand)  would  firms  pay  the  minimum  and  employ  the  same  number  of  workers  as  at 
the  pre-mlnlmum  level.    The  more  likely  scenario  Is  that  firms  will  change  the 
way  they  produce  a  product  by  substituting  physical  capital  for  labor,  or  more 
skilled  labor  for  less  skilled  labor  to  minimize  the  increase  in  costs.  And 
If  their  product  has  ready  subatltutea  (such  as  laundering  at  home  for  laundry 
done  conoerclally)  so  that  even  small  changes  in  price  result  In  large  declines 
In  consumer  purchases,  their  business  will  ultimately  decline  and  resources 
will  shift  Into  the  production  of  goods  and  aervlces  using  skilled  labor  and 
capital  that  are  not  affected  by  the  minimum  wage.    The  minimum  wage  cannot 
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play  Robin  Hood,  taking  Income  from  the  greedy  capitalist  and  giving  both  pay 
and  jobs  to  tha  low-skilled  worker.    The  market  will  not  allow  It. 

The  lapllcatlons  of  this  analysis  are  clear.    As  a  result  of  an  Increase 
In  tha  alnlnuai  waga,  tha  ewployoent  of  workers  with  low  skills  will  be  less 
than  would  othervisa  have  been  the  case.    The  extent  of  the  effect  would  depend 
on  tha  level  of  the  ainlmua  wage  relative  to  worker  productivity  and  the  poten- 
tial substitution  of  other  inputs  for  low^sklll  labor. 

A  large  nuober  of  careful  econometric  studies  have  attempted  to  measure 
the  effect  of  the  mlnlrnim  wage  on  employment,  usually  youth  employment.  The 
focus  has  been  on  youth  because  as  a  result  of  less  experience  and  maturity 
they  are  lower  productivity  workers  and,  therefore,  more  likely  to  be  signifi- 
cantly affected  b>  a  minimum  wage.    Specifically,  the  studies  have  investigated 
the  net  effect  of  changes  In  the  level  and  coverage  of  the  minimum  wage  on 
quarterly  changes  in  teenage  employment  over  the  past  20  to  30  years  (holding 
constant  the  possibly  confounding  effects  of  other  factors  such  as  business 
cycle  fluctuations,  school  enrollmat  and  age  composition  of  the  population). 
Out  of  12  major  statistical  studies  done  over  the  past  decade  by  different 
economists  using  different  techniques,  all  found  a  negative  effect  of  die 
minimum  wage  on  the  employment  of  youth  16  to  19  years  old.    Most  commonly, 
the  magnitude  of  the  effect  was  such  that  a  ten  percent  increase  In  the  minimum 
wage  resulted  In  a  one  percent  to  three  percent  reduction  In  teenage  employment 
(Table  1).    In  terms  of  numerical  Increases,  the  studies  Indicate  that  a  ten 
percent  reduction  in  tht  national  minimum  wage  would  increase  the  employment 
of  teenagers  by  between  100,000  and  220,000. 

The  studies  also  find  that  the  minimum  wage  tends  to  Increase  youth 
unemployment,  but  the  effect  Is  weaker  and  more  complex.    The  reduction  In 
employment  generated  by  the  minimum  wage  need  not  be  translated  one  for  one 
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Into  an  Increa.^e  lo  uaemploymeot  if  youth  becone  discouraged  as  a  result  of 
the  tighter  employment  situation  and  withdraw  from  the  labor  force.  Evidence 
suggaats  that  indeed  a  large  proportion  of  disemployed  teenagers  do  remain 
outside  the  labor  force  and  it  la  this  pattern  that  explaina  why  the  positive 
effect  of  the  minimum  wage  on  teenage  unemployment  is  not  as  strong  aa  the 
negative  affect  on  employment. 

Another  effect  of  the  minimum  wage  for  youth  that  haa  been  noted  relates 
to  on-the-job  training.    Without  a  minimum  wage,  it  has  been  argued  (and 
som«i  evidence  has  been  accumulated  in  support)  that  more  firms  would  be  willing 
to  train  teenagers  since  they  would  then  be  able  to  share  the  '•Tpense  of  their 
investment  with  the  teenager  by  paying  a  lower  wage.    In  this  way  training 
opportunities  for  youth  would  be  expanded. 

Although  young  people  might  be  the  group  whoae  employment  prospects  would 
be  most  improved  by  elimination  of  the  minimum  wage,  they  are  not  the  otay 
group  who  •sight  benefit.    About  nine  percent  of  adults  20  years  and  over  now 
earn  wages  at  or  belov  Che  minimum  wage,  compared  to       percent  of  16  to  19 
year  olda.    But  the  non-youth  population  is  considerably  larger  than  the  youth 
population.    Aa  a  result,  parsons  20  years  and  older  comprise  about  70  percent 
of  the  wage  group  at  or  below  the  minimum.    This  group  includes  some  workers 
who  reclve  a  large  percentage  of  their  income  from  tips  and  are,  therefore, 
more  properly  classified  as  above  the  minimum.    Some  adult  workers  in  this 
group  may  also  be  in  transitory  Jobs  —  such  aa  students  in  the  20  to  24  year 
old  group  and  homemakers  and  others  just  entering  the  labor  force.    But  some  of 
the  adult  population  are  lowskill  individuals  with  more  permanent  labor  market 
handicaps.  Although  measures  of  the  employment  effects  of  the  minimum  wage  sre 
not  availsble  for  this  group,  it  is  likely  that  their  opportunities  for  employ- 
ment would  also  be  expanded  in  the  absence  of  the  minimum  wage. 
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Effecf  of  «  Youth  Differential 

Several  proposals  have  been  made  which  would  leave  the  national  ainiauo 
wage  in  place  but  would  lowar  it  or  eliminate  it  for  teenagere.    By  extension 
of  the  analysis  of  ths  sffect  of  the  ainiiiun  wage  on  teenage  employnent,  I 
bslisve  it  is  pretty  clear  that  a  youth  differential  would  expand  ths  employ- 
••ttt  of  teenagers.    In  fact,  the  major  concern  about  a  youth  differential  ie 
that  it  could  go  too  far,  creating  large  numbere  of  Job  opportunitiea  for  low- 
productivity  teenagers  while  reducing  the  employment  opportunities  of  other 
low-skill  workers  who  are  not  teenagers  and  would  not,  therefore,  qualify  for 
the  exemption.    Unfortunately,  there  is  no  evidence  available  on  which  to  baee 
an  estimate  of  the  magnitude  of  thia  additional  booet  to  teenage  employment  or 
the  poasible  disemployment  of  adults  that  could  be  generated  by  a  youth  differ- 
ential.   Ve  eimply  do  not  know  what  the  economic  and  technological  posaibilities 
are  for  eubetituting  teenagers  for  non-teenage  workers.    Based  on  estimates  of 
the  substitutability  between  Inputs  derived  froe  other  types  of  situations, 
some  economists  have  speculated  that  the  gains  to  teenagers  would  outweigh  the 
loss  to  adults  by  s  large  margin.    But  these  are  still  speculations,  not  hard 
evidence . 

Some  proposals  have  attempted  to  put  restrictions  on  a  youth  differential 
in  order  to  prevent  the  substitution  of  youth  for  adults.    Most  substitution, 
however,  would  not  likely  occur  through  the  overt  firing  of  sdults  and  hiring 
of  teenagers.    Rathsr  it  would  take  the  form  of  choosing  teenagers  over  adults 
for  new  hires  or,  even  more  Indirectly,  would  emerge  as  those  firms  and  indus- 
tries which  utilize  teenage  labor  expanded  relative  to  others.    In  any  event, 
prohibitions  against  substitution  would  be  extremely  difficult  to  enforce. 

One  boundary  to  the  possible  employment  effects  of  a  youth  differential 
(or  the  elimination  of  the  national  minimum  wage)  that  should  be  considered 
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t.  the  po«na.l  .uppl,  of  «.„.g.„  .Ho        willing  to  work  .t  .  w.ge  b.low 
th.  ,l„u„..    survey.  „klng  teen.ger.  .bout  th.lr  wUllngn...  to  work  .t 
.ub.l„l.u.  w.g..  i„.,e.t.  th.t  clo..  to  on.  .UUon  youth  now  out  of  th.  l.hor 
fore,  would  b.  willing  to  work  .t  85  percent  of  th.  .lnl.„.;  eoO.OOO  .t  75 
p.rc.nt  of  th.  >inl.u..    Wh.t  people  „y  .nd  wh.t  they  would  do  .re.  of  cour... 
quit.  dlff.r.nt  „tt.r..    Non.thele...  .t  „.n  h.lf  th..e  nunb.r..  l.ck  of 
.upply  r^pon..  .hould  not  b.  .  .lgni,i..nt  f.ctor. 

ho-.v.r.  th.t  th.r.  would  be  .  ll.u  to  how  low  ,  .ub,lnl„„.  w.ge  would  f.ll 
.v«>  without  „y  lower  li.it  .p.clfl.d.    Th.  nunb.r.  willing  to  work  .t  75 
P.rcent  .r.  con.ld.r.bly  lower  th.a  th.t  .t  85  percent         one  would  expect 
further  drop-off  «t  lover  levels, 

1=  .U-.  .  youth  dlff.r.ntl.l  would  he  .  benefit  to  teeneger..  con.lder.bly 
.,p.ndln8  their  opportunltle.  for  Job.  .nd  po..ibly  on-the-job  tr.lnlng  .. 
-.11.  >Onllke  the  .tr.lght  ell.ln.tlon  of  th.  .l„i.u.  w.ge..  however.  .  ,outh 
dlfferentUl  could  .dver..ly  .ff.ct  th.  „ploy«nt  of  low-productlvlty  .dult.. 

The  possible  size  of  this  adverse  effect  is  not  irnn^m      d      .  . 

errecc  is  not  known.    But  It  Is  s  cost  to  be 

weighed  sgslnst  the  clear  gslns  to  youth. 
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Source:    "Time-Seriea  Evidence  of  the  Effect  of  the  Niniaun  WagejoJ[ Xi^nage  Enploynent  and 
Unemployment**  by  Char lea  Brown,  Curcia  Gilroy  and  Andrew  Kohen 
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Key  to  Table  1 

Disaggregation 
A  =  age 
R  =  race 
S  «  sex 

Dependent  variables 

£  -  teenage  employment 
U  «  teenage  uneMploynent 
I  3  teenage  labor  force 
P  '  teenage  population 
A  s  adult  population 

Functional  fonts 
UN  =  linear 

lOG  s  double  logarithnic 

lag  structure 

X-1  =  ninlnun  wage  lagged  one  period 
At  X  alaon  log 

Mlnlnun  wage  variable 

Ml  s  youth  coverage  x  Minimum  wage/average  nourly  wage 

M2  '  total  coverage  x  minimum  wage/average  hourly  wage 

N3  «  minimum  wage/average  hourly  wage 

H4  3  minimum  wage/price  Index 

C  =  coverage  as  a  separate  variable 

Business  cycle 

CI  s  total  unemployment  rate 

C2  =  adult  unemployment  rate 

C3  3  primage-age  male  unemployment  rate 

C4  =  total  employment 

C5  5  real  output  or  output  index 

Youth  population  share 

PI  ^  teenage  population/total  (or  adult)  population 
P2  =  youth  (16-24)  population/total  population 

Armed  forces 

AF  =  armed  forces/population  (teenagers) 

A2  *  separate  equation  for  armed  forces  employment 

School  enrollment 

51  =  enrollment/population  (teenagers) 

52  =  separate  equation  for  enrolled,  not  enrolled 

Training  and  Employment  Programs 

XI  =  dummy  variables  for  years  with  substantial  enrollments 
X2  =  enrollment  In  specific  programs/population 

Time 

T  «   Hn'^r  time  trend 
TT  B  time  and  time  squared 
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Senator  Nickles.  Dr.  Hashimoto. 
Dr.  Hashimoto.  Hashimoto,  yes. 

Senator  Nickles.  Thank  you.  You  came  from  Seattle,  Wash.;  you 
traveled  a  fair  distance  and  we  appreciate  your  assistance.  I  have 
read  Dr.  CNeilFs  testimony.  I  have  not  read  yours  yet,  but  I  will. 

Dr.  Hashimoto.  OK,  fine.  What  I  would  like  to  do  is  briefly 
Summarize  the  highlights  of  that  report. 

I  would  like  to  start  by  reminding  ourselves  that  the  primary 
purpose  of  the  minimum  wage  law  is  to  reduce  poverty.  However, 
the  law  is  an  ineffective  instrument  for  such  a  purpose.  Its  main 
deficiency  is  that  it  applies  across  the  board  to  all  low-wage  work- 
ers, regardless  of  family  size,  family  income,  and  the  reasons  for 
low  wage. 

For  example,  according  to  one  study,  fully  40  percent  of  low-wage 
teenagers  were  in  families  with  income  above  $15,000  in  1973, 
which  was  way  above  the  median  family  income  in  that  year.  A 
sound  antipoverty  policy  would  embody  a  mechanism  to  identify 
the  really  needy  and  the  source  of  their  poverty,  and  would  try  to 
remedy  these  difficulties.  The  minimum  wage  law  achieves  none  of 
these  goals. 

Given  that  the  Jaw  is  not  an  effective  antipoverty  device,  what 
has  it  accomplished  for  young  workers?  Here,  the  accumulated 
evidence  points  to  the  conclusion  that  the  law,  on  balance,  has 
harmed  the  employment  opportunities  for  young  and  other  low- 
wage  workers. 

Since  the  adverse  effects  on  employment  and  labor  participation 
have  been  amply  documented  in  the  literature,  let  me  go  on  to  the 
more  recent  findings  now. 

Beyond  the  employment  and  unemployment  effects,  the  mini- 
mum wage  impairs  the  young  workers  employment  and  earning 
capacity  in  subtle  but  important  ways.  The  compensation  that  a 
worker  receives  usually  includes  a  variety  of  fringe  benefits  in 
addition  to  wages.  Perhaps  the  most  important  fringe  benefit  that 
the  young  workers  receive  is  the  opportunity  that  jobs  offer  to 
acquire  new  skills  and  knowledge  and  to  improve  on  the  old.  Such 
opportunity,  usually  referred  to  as  on-the-job  training,  is  essential 
to  enhancing  the  future  productivity  and  the  earning  capacity  for 
young  workers. 

Although  jobs  undoubtedly  differ  in  both  the  quantity  and  qual- 
ity of  training  they  offer,  learning  processes,  both  through  formal 
training  programs  and  informal  learning-by-experience  processes, 
are  believed  to  be  the  basic  characteristics  of  practically  all  work- 
ing activities. 

The  minimum  wage  law  reduces  the  amount  of  training  and 
thereby  impairs  the  growth  of  young  workers*  earning  capacities  in 
two  ways.  First,  to  the  extent  that  the  minimum  wage  leads  to 
reduced  employment  and  to  increased  unemployment,  it  deprives 
affected  workers  of  opportunities  to  acquire  skills  on  the  job.  This 
is  an  obvious  implication  of  employment  and  unemployment  effects 
associated  with  the  minimum  wage. 

Second,  minimum  wage  law  may  retard  the  growth  of  future 
earnings  capacity  by  causing  a  reduction  in  the  quality  and  quanti- 
ty of  on-the-job  training  offered  to  those  who  remain  employed. 
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Faced  with  an  increased  wage  mandated  by  the  law.  employers 
counter  by  cuttm^  back  on  various  benefits,  including  flexibility  in 
hours  of  work,  work  environment,  job  safety,  and  on-the-job  train- 
ing In  other  words,  a  teenage  worker  is  not  necessarily  better  off  if 
he  gets  a  job  paying  a  minimum  wage  highei  than  he  would  get  in 
the  abvsence  of  the  law.  With  his  current  employment  opportunities 
limited  to  jobs  in  which  training  has  been  reduced,  he  may  find 
himself  \vorse  off  in  the  long  run 

Although  economists  have  long  been  concerned  with  this  possibil- 
ity, definitive  evidence  justifying  this  concern  has  become  available 
only  recently.  The  studies  by  Jacob  Mincer  and  Linda  Leighion. 
and  by  myself,  concur  that  the  minimum  wage  lowers  the  job 
experience-induced  growth  in  earnings. 

How  can  we  tell  if  a  worker  s  increased  current  wage  is  more 
than  enough  to  compensate  for  the  reduced  on-the-job  training  and 
experience  resulting  in  reduced  future  earnings?  According  to  my 
study  using  the  National  Logitudinal  Survey  data,  even  though  an 
increased  minimum  wage  may  raise  the  current  wage  for  some 
workers,  such  a  benefit  is  far  smaller  in  magnitude  than  the  loss  of 
future  earnings  caused  by  diminished  training. 

For  example,  according  to  my  study,  the  1967  amendments  to  the 
minimum  wage  law,  which  expanded  the  coverage  substantially,  as 
well  as  raised  the  minimum  wage  rate,  resulted  in  reductionvS  in 
the  value  of  training  for  white  young  males  aged  14  to  24  yeais  in 
by  some  26  to  31  percent  The  full  wage  of  these  workers— 
that  is,  the  sum  of  their  current  wage  and  the  value  of  training 
they  received — was  reduced  by  14  to  17  percent  Both  reductions 
were  reflected  in  their  reduced  earning  power  in  1969. 

Although  the  results  of  my  investigations  were  inconclusive 
about  the  effects  on  black  youth.  Mincer  and  Leighton  reported 
detecting  some  adverse  effects,  though  they  were  statistically  insig- 
nificant. 

Policy  alternatives:  the  most  direct  way  to  remove  the  barriers  to 
training  created  by  the  minimum  wage  legislation  is  to  exempt 
workers  from  the  coverage.  Such  an  exemption  would  apply  at 
least  to  teenagers,  if  not  to  all  youth  up  to  24  years  of  age. 

There  have  been  many  discussions  of  youth  differentials  or  sub- 
mmimums,  sometimes  called  teenage  differentials,  as  a  means  of 
reducing  the  undesirable  unemployment  effects  on  youths.  Youth 
exemption  would  go  further  than  a  mere  differential  in  eliminating 
adverse  minimum  wage  effects  both  on  training  and  employment. 
It  would  also  eliminate  the  necessity  to  engage  in  endless  debate  as 
to  what  the  appropriate  differential  ought  to  be.  Any  differential 
chosen  would  be  arbitrary  anyway 

Senator  Nickles  Doctor,  I  am  going  to  ask  you  a  question  in  a 
moment  that  should  be  interesting. 

Renault,  would  you  like  to  make  a  statement?  If  you  would  just 
pull  the  microphone  up  close. 

Mr,  Robinson  OK 

Senator  Nickles  You  do  not  need  to  read  your  statement,  we 
will  submit  It,  if  you  have  a  statement 
Mr.  Robinson  This  is  a  sunimary 
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Senator  Nickles.  I  am  very  interested  in  your  experience  in 
Chicago,  and  what  you  think  we  could  do  or  not  do  to  help  put 
more  of  those  kids  to  work. 

Mr.  Robinson.  OK. 

The  problems  of  unemployed  youth  are  on  a  collision  course  with 
employed  adults 

Senator  Nickles.  Would  you  identify  yourself  first,  so  everyone 
will  know  who  you  are? 

Mr.  Robinson.  My  name  is  Renault  Robinson;  I  am  a  commis- 
sioner of  the  Chicago  Housing  Authority.  I  take  this  opportunity  to 
thank  you  for  allowing  me  to  testify.  My  remarks  will  be  briet  and 
this  is  a  summary. 

Senator  Nickles.  Thank  you. 

Mr.  Robinson.  The  problems  of  unemployed  youth  are  on  a 
collision  course  with  employed  adults.  The  unemployment  dilemma 
is  this:  Who  will  get  the  jobs,  youth  or  adults?  Do  we  force  early 
retirement  to  accommodate  the  youth?  Do  we  give  preference  to 
the  adult  because  of  dependability  that  causes  him  to  be  considered 
more  reliable,  or  do  we  approach  the  problem  to  accommodate  both 
needs? 

There  is  a  direct  correlation  between  crime  and  youth  unemploy- 
ment, especially  youth  with  limited  education.  The  disproportion- 
ate number  of  unemployed  black  youth  is  a  glaring  reality  that 
cannot  be  ignored  in  any  solution  to  the  problem  of  unemployment. 

Our  communities  are  busting  at  the  seams  with  15<,  16>,  17-,  and 
18-year-old  youth  who  have  never  been  employed  or  who  have 
never  experienced  a  job  in  any  way.  What  should  be  done?  An 
employer  asks,  "Should  I  hire  a  young  hipster  when  I  can  hire  a 
serious,  mature  adult  who  faces  desperately  the  responsibilities  of 
keeping  his  family  in  place?*' 

Youth  unemployment  has  infiltrated  the  very  fabric  of  our  soci- 
ety and  it  has  alienated  our  youth,  encouraging  them  to  participate 
in  crime  and  other  unhealthy  methods  of  making  money  that  they 
need. 

Minority  youth  have,  in  the  past,  been  creative  in  responding  to 
problems  of  finding  jobs.  Makeshift  jobs  were  a  part  of  growing  up 
for  most  minorities.  Meaningful  sources  of  youth  employment  were 
transporting  groceries  for  senior  citizens,  selling  newspapers,  baby> 
sitting,  bagging  groceries,  shining  shoes,  collecting  rags,  newspa- 
pers and  old  iron  for  small  fees.  In  later  years,  Government  pro- 
vided job  training  under  the  CETA  program.  The  successes  f^nd 
failures  of  CETA  speak  for  themselves. 

Youth  need  jobs  to  make  them  feel  good  about  themselves. 
Menial  jobs  are  not  enticing  to  most  young  people,  for  they  view 
their  first  job  as  a  potential  for  permanent  employment.  The  im- 
poverished youth  of  this  society  are  forced  to  make  realistic  com- 
mitments to  employment  opportunities  for  life 

A  young  man  who  is  a  member  of  a  family  of  nine  children  on 
public  aid  cannot  afford  to  sustain  himself  in  school,  and  thus 
drops  out  to  seek  employment.  Upon  securing  menial  employment 
which  affords  him  the  opportunity  to  contribute  to  the  household, 
he  becomes  dependent  on  the  menial  employment  to  sustain  him- 
self through  this  critical  stage  of  life. 
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Youth  employment  has  to  be  meaningful  training  for  it  to  be 
cost-saving  for  both  business  and  taxpayers.  Only  quality  training 
will  propel  young  workers  into  the  world  with  healthy  attitudes 
about  work  and  contributing  to  society, 

Subminimum  wages  in  relationship  to  minimum  wages  is  a  less 
important  item  than  that  of  menial  busy  work  versus  occuptional 
and  career  development  work. 

In  summary,  I  recommend  that  the  levels  of  employment  be 
developed  and  that  the  minimum  wage  have  a  built-in  compensa- 
tion that  prepares  the  youth  for  development  skills  relative  to  the 
total  operation  of  the  employer.  For  example,  a  department  store 
hires  youth  A  for  a  subminimum  wage.  Four  days  a  week,  the 
youth  sweeps  the  floor  and  one  day  a  week,  he  is  exposed  to  higher 
levels  of  employment — for  example,  stock  inventory  clerk,  person- 
nel management,  purchasing,  et  cetera— with  an  additional  re- 
quirement that  he  or  she  satisfies  a  prearranged  academic  require- 
ment that  provides  school  credit  or  some  variation  thereof. 

Youth  B  is  hired  by  a  hotel  as  a  bellhop  or  a  maintenance 
person.  Youth  B  works  3  days  at  regular  duties  of  bellhop;  the 
other  2  days.  Youth  B  receives  on-the-job  training  for  overall  oper- 
ations of  the  hotel,  such  as  desk  clerk,  switchboard  operator,  sales 
management,  et  cetera. 

Self-confidence  as  well  as  self-identification  has  a  very  significant 
influence  on  youth  development  and  vision.  Government  as  well  as 
private  industry  has  a  binding  obligation  to  provide  today's  youth, 
tomorrow's  leaders,  with  the  necessary  faith  and  hope  that  Ameri- 
ca's political,  economic,  educational,  and  social  systems  are  worth- 
while investments  for  all  Americans  and  should  be  participated  in 
by  our  youth. 

Senator  Nickles.  Thank  you.  Commissioner,  let  me  ask  you  a 
question.  As  a  commissioner  of  the  housing  authority,  do  you  think 
that  if  we  made  a  change,  for  example,  exempting  young  people 
from  the  minimum  or  imposing  a  youth  differential  of  75  or  85 
percent,  we  would  be  helping  or  hurting  the  unemployed  youth  in 
Chicago? 

Mr.  Robinson.  Without  a  doubt,  you  would  be  helping  them. 
Teenagers  cannot  get  a  job  at  the  minimum  wage;  employers  will 
not  hire  them.  There  are  no  ifs,  ands,  or  buts  about  that.  These 
teenagers  are  out  on  the  street  committing  crimes.  At  least  90 
percent  of  the  unemployed  youth  in  public  housing  in  the  city  of 
Chicago  cannot  get  a  job  in  any  way,  shape,  or  form.  I  think  that  if 
they  were  exempted,  they  would  have  an  opportunity  to  get  a  job 
and  to  earn  a  livmg,  which  would  allow  them  to  either  further 
their  education  or  contribute  in  some  way  to  their  own  well-being 
and  that  of  their  families. 

These  teenagers  are  not  going  to  displace  adults  in  jobs— no  way. 

Senator  Nickles.  I  appreciate  it.  If  we  were  able  to  come  up  with 
a  pilot  program,  or  in  some  way  or  another  were  able  to  exempt 
some  people  in  Chicago,  especially  those  people  that  are  living  in 
these  housing  projects  and  have  never  had  a  job.  Let  us  say  they 
began  working  for  $2.25  or  $2.50,  or  whatever  wage  an  employer 
came  up  with.  Do  you  think  they  would  be  bound  into  that  wage 
for  the  rest  of  their  lives,  or  do  you  think  they  would  work  them- 
selves up  to  higher  levels  through  training,  et  cetera? 


Mr.  Robinson  I  think  they  would  work  themselves  up.  I  worked 
myself  throu^^h  school  with  a  paper  route  when  I  wns  m  grade 
school  and  working  m  a  shoe  shop  when  I  was  in  high  school,  and 
then  taking  a  job  m  a  cafeteria  when  I  was  in  cuiiege  I  was 
making  less  than  what  other  people  were  making,  but  it  was 
enough  to  help  me  make  my  way.  I  do  not  thmk  that  people  would 
be  bound  or  locked  in  if  they  had  the  opportunity  to  work. 

Senator  Nickles.  You  are  bringing  a  perspective  that  has  not 
been  brought  to  these  hearings  before.  I  indicated  earlier  today 
that  we  have  had  people  representing,  organized  labor  and  business 
stating  yes,  they  are  for  it,  or  no,  they  are  not.  But  you  are  a  little 
closer  to  the  people  we  are  trying  to  help. 

If  we  were  able  to  go  into  that  housing  district,  the  one  that 
Mayor  Byrne  is  moving  into,  with  an  unemployment  rate  of  90 
percent  and  none  of  them  ever  having  had  a  job  would  16-,  17-,  and 
18-year-old  kids  like  to  have  the  opportunity  to  work? 

Mr.  Robinson.  There  is  absolutely  no  doubt  in  my  mind  that 
they  would  love  to  have  the  opportunity.  Right  now,  in  one  of  our 
housmg  developments,  we  have  had  10  murders  in  9  weeks,  all 
teenagers,  all  under  the  age  of  21,  all  involved  in  gang  activities. 
These  kids  need  a  job;  they  need  an  opportunity  to  better  them- 
selves. I  think  we  have  to  realize  that  and  give  them  that  opportu- 
nity 

Senator  Nickles.  And  present  law  prohibits  vou  from  paving 
them  less  than  $8.8.1? 

Mr.  Robinson.  That  is  right,  and  therefore  you  will  not  get  hired, 
even  for  janitorial  jobs.  We  use  over  1,800  janitors  in  the  Chicago 
Housing  Authority;  we  cannot  hire  these  kids  for  that.  We  hire 
them  under  CETA,  but  CETA  is  being  abolished.  These  kids  will 
not  get  a  job. 

You  have  to  realize  that  teenagers  and  adults  have  different 
types  of  responsibilities.  If  adults  are  offered  a  job  at  $2  an  hour, 
they  may  refuse  because  they  can  get  some  form  of  aid.  A  teenager 
has  nowhere  to  turn;  he  has  to  be  able  to  provide  for  himself,  or  he 
has  to  steal  or  do  something  else. 

I  think  it  is  important  that  we  realize  that  we  are  talking  about 
very  poor  people  who  have  nowhere  else  to  turn.  We  must  give 
them  an  opportunity  to  work;  we  must  at  least  afford  them  the 
chance  to  pull  themselves  out  of  the  gutter.  If  we  keep  this  artifi- 
cially high  barrier  in  place,  we  are  creating  our  own  worst  enemy. 

Senator  Nickles.  I  appreciate  your  comments  and  also  your  sin- 
cerity. It  is  very  evident  that  you  are  very,  very  sincere  in  what 
you  say.  and  I  appreciate  that. 

Mr.  Robinson.  Thank  you. 

Senator  Nickles.  Dr.  Hashimoto— did  I  lose  the  pronunciation? 
Dr.  Hashimoto.  Hashimoto. 

Senator  Nickles.  You  probably  have  done  more  study  in  this 
area  than  any  of  the  witnesses  that  we  have  had  to  date.  I  especial- 
ly wish  that  some  of  my  colleagues  could  be  here,  because  some  of 
us,  including  myself,  have  cited  some  of  the  stud»^s  that  have  been 
made. 

I  do  not  know  if  you  heard  my  opening  statement,  but  it  basical- 
ly said  that  this  problem  has  had  an  abundance  of  study,  all  of 
which  has  contributed  very  little  to  putting  people  back  to  work. 
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You  have  authored  a  study  on  this  subject,  is  that  correct? 

Dr.  Hashimoto.  Yes  A  monograph  is  due  to  appear  in  print 
sometime  this  spring  from  the  American  Enterprise  Institute. 

Senator  Nickles  Would  you  please  do  me  the  personal  favor  of 
forwarding  a  copy  to  me  and  possibly  a  few  other  copies  for  the 
members  of  this  committee? 

Dr.  Hashimoto.  I  would  be  happy  to. 

Senator  Nickles.  We  are  very,  very  interested  in  it. 

I  listened  closely  to  your  testimony.  I  have  not  read  your  state- 
ment, but  I  will.  Your  statement  mentioned  several  things  that  I 
^'^l^i^^x^  ^"^^''^sted  in,  and  there  is  one  point  I  want  to  address 

The  No.  1  objection  that  came  from  some  of  the  organized  labor 
groups  and  from  some  of  the  members  of  this  committee  «t**ltern- 
ing  a  youth  differential  or  the  exemption  was  the  fear  of  displace- 
ment. ^ 

I  know  you  touched  on  it  in  your  opening  remarks,  but  would 
you  briefly  give  us  your  opinion?  Are  we  talking  about  adding  new 
jobs  or  are  we  talking  about  young  people  taking  somebody  else  s 
job? 

Dr.  Hashimoto.  Well,  I  am  sure  that  in  the  immediate  run,  there 
will  be  some  displacement.  To  the  extent  that  older  workers  are 
substitutable  for  some  jobs  by  younger  workers,  that  is  to  be  ex- 
pected. But  the  way  to  deal  with  that  is  to  exempt  older  workers 
too  from  minimum  wages;  not  to  prevent  young  workers  from 
getting  a  job,  but  to  eliminate  the  minimum  wage  altogether  That 
would  be  my  answer. 

The  second  observation  I  would  make  is  that  one  of  the  reasons 
why  organized  labor  is  against  this  is,  in  part,  because  of  the 
possible  displacement  of  jobs  away  from  union  workers  to  teen- 
agere.  There  is  no  doubt  in  my  mind  that  there  will  be  some 
displacement,  but  I  think  such  effects  are  secondary  in  importance 
The  cure  is  not  to  strengthen  the  minimum  wage  law,  but  to 
reduce  it. 

Senator  Nickles.  Your  statement  basically  hinges  on  the  fact  of 
competition.  Do  you  mean  that  by  bringing  more  people  into  the 
job  market,  we  would  have  more  competition? 

Dr.  Hashimoto.  Well,  if  you  exempt  young  workers,  they  are 
going  to  be  a  cheaper  source  of  labor  than  some  of  the  older 
workers  who  may  be  covered  by  minimum  wages,  although  their 
skill  levels  may  be  comparable  to  those  young  workers.  So  the 
employer  may  hire  young  workers;  that  is  only  rational. 

Senator  Nickles.  Let  us  say  we  have  eliminated  the  minimum 
wage.  Do  you  think  the  net  result,  over  a  2-year  period,  would  be 
some  displacement  and  a  greater  opening  of  new  doors  so  that 
people  would  be  able  to  get  into  the  system? 

Dr.  Hashimoto.  Yes.  I  must  say,  though,  that  I  am  talking  out  of 
a  theory.  Very  few  studies  have  been  done  on  this  question  and  I 
cannot  give  you  the  precise  numbers  of  employment  displacement 
ettects  that  might  be  forthcoming  in  the  short  run.  But  I  am  sure 
there  will  be  some,  but  I  think  that  is  not  a  major  problem  in  the 
long  run.  1  think  the  way  to  do  it  is  to  replace  the  minimum  wage 
with  a  sound  antipoverty  policy,  or  some  other  alternative  policy, 
some  ot  which  I  briefly  discussed  in  my  report. 
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Senator  Nickles.  Senator  Kennedy  mentioned  that  many  per- 
sons, mcluding  myself,  have  been  somewhat  opposed  to  much  "ex- 
perimentation." We  could  say  that  the  Government  is  going  to  pick 
up  the  cost,  for  instance,  the  tax  credits  for  the  differential,  et 
cetera. 

But  it  seems  like  there  is  one  experiment  we  have  not  tried,  or 
we  have  not  tried  in  a  long  time,  that  being  free  enterprise.  I  think 
that  is  basically  what  you  are  saying 

Dr.  Hashimoto.  Yes,  but  I  think  it  is  true  at  the  same  time  that 
we  do  need  some  antipoverty  policy.  The  minimum  wage  is  totally 
ineffective  in  achieving  that  goal. 

Senator  Nickles.  Do  you  think  the  minimum  wage,  going  all  the 
way  back  to  when  it  was  enacted  in  the  thirties,  has  done  more 
damage  or  good  to  the  economy,  to  employment,  to  productivity, 
and  to  the  people  it  is  trying  to  help? 

Dr.  Hashimoto.  Well,  judging  from  the  empirical  evidence  that  I 
am  aware  of,  the  Federal  minimum  wage  law  enacted  in  1988  has 
done  more  harm  than  good. 

Senator  Nickles.  You  went  ail  the  way  back  to  1988.  Do  you 
think  it  would  also  be  true  for  the  eighties?  Do  you  think  it  is 
doing  more  damage  than  good  today*^ 

Dr.  Hashimoto.  I  believe  so. 

Senator  Nickles.  You  believe  so? 

Dr.  Hashimoto.  Especially  for  young  workers. 

Senator  Nickles.  Especially  for  young  people? 

Dr.  Hashimoto.  Yes. 

Senator  Nickles.  Why? 

Dr.  Hashimoto.  Because  a  larger  proportion  of  young  people  are 
affected  by  minimum-wage  laws  than  the  proportion  of  older  work- 
ers. 

Senator  Nickles.  When  you  say  they  are  affected  by  the  mini- 
mum-wage law,  do  you  mean  

Dr.  Hashimoto.  Their  wages  would  be  lower  than  the  minimum 
wage  would  be  in  the  absence  of  the  law,  but  they  would  be  able  to 
get  employment  and  training 

Senator  Nickles.  OK. 

Dr.  O^Neill,  let  me  ask  you  a  couple  questions.  You  made  a  very 
interesting  comment.  Let  us  say  we  exempted  16-  and  17-year-olds 
from  the  minimum  wage.  Do  you  think  they  would  be  more  exploit- 
ed. Many  have  mentioned  that  everybody  should  be  making  at 
least  $3.35  an  hour. 

Do  you  think  they  would  be  more  exploited  bv  making  $2.50  an 
hour,  or  by  having  a  minimum  wage  of  $3.35*  an  hour  and  not 
having  a  job?  You  touched  on  that  subject. 

Dr.  O'Neill.  Well,  I  think  that  if  the  minimum  wage  were  ex- 
tended to  my  babysitter  and  I  had  to  pay  her  $3.35  an  hour,  she 
would  feel  that  she  was  being  exploited  because  I  would  not  hire 
her  anymore 

If  you  took  away  the  minimum  altogether  for  teenagers,  it  is 
hard  to  say  what  the  lowest  wage  would  be  that  teenagers  would 
accept.  One  clue  conies  from  the  responses  of  teenagers  in  the 
survey  that  I  mentioned. 

Teenagers  out  of  the  labor  force  were  asked,  ''If  somebody  offered 
you  a  wage  at  such  a  percentage  below  the  minimum,  would  you 
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take  it/*  and  a  substantial  number  indicated  they  would  work  at 
to  25  percent  below  the  minimum.  They  would  not  feel  exploited* 
they  would  more  likely  feel  lucky  to  get  the  opportunity. 

Senator  Nickles.  I  think  you  brought  up  an  interesting  poi  t  it 
has  been  a  few  weeks  since  I  read  this,  but  I  think  you  are  ol 
ed,  if  you  pay  your  babysitter  over  .^100  a  year,  to  pay  the  inmi- 
mum  wage.  I  think  that  if  that  were  the  case,  we  would  find  many 
babysitters  not  being  able  to  find  a  job  So,  how  far  would  the 
ramifications  of  this  go? 

You  had  another  point  that  you  wanted  to  make  when  I  inter- 
rupted you.  I  did  not  want  to  interupt,  but  I  wanted  to  hold  to  our 
5-minute  rule.  Do  you  have  a  further  comment  that  you  wanted  to 
make? 

Dr.  O'Neill.  About  the  displacement  issue — I  think  it  is  specula- 
tive at  this  point.  No  one  really  knows  how  much  displacement  of 
nonteenagers  there  would  be.  It  is,  however,  ^  consideration  to  be 
weighed  against  the  gains  to  teenagers. 

I  would  also  like  to  point  out  that  displacement  would  not  likel> 
occur  in  a  confrontational  situation  where  an  adult  long-term  em- 
ployee is  fired  and  replaced  v/ith  a  teenager.  Teenageis  are  not 
easily  substituted  for  experienced  workers.  The  form  that  displace- 
ment would  more  likely  take  is  that  firms  would  choose  teenagers 
for  new  hires  in  unskilled  jobs  in  preference  to  others  with  similar 
skills  who  do  not  qualify  for  the  minimum  wage  exemption — 
groups  such  as  nonteenage  students  or  other  newcomers  to  the 
labor  force.  In  the  long  run,  more  indirect  substitution  might  arise 
as  the  firms  and  industries  with  technologies  that  oould  make  use 
of  teenage  employment  grow  relative  to  industries  which  are  more 
dependent  on  highly  skilled  labor. 

I  agree  with  Dr.  Hashimoto  that  the  rejoinder  to  the  issue  of 
passible  displacement  of  nonteenagers  is  to  exempt  more  groups 
from  the  minimum  wage — in  addition  to  teenagers — or  to  freeze  or 
eliminate  the  minimum  wage  altogether. 

Senator  Nicklzs.  Would  you  agree  with  the  statement  that  we 
should  either  expand  the  exemption  from  the  minimum  wage  or  do 
away  with  the  minimum  wage  altogether? 

Dr.  O'Neill.  If  the  minimum  wage  is  politically  impossible  to 
eliminate,  I  would  look  at  the  youth  differential  as  a  second  best 
solution.  The  youth  differential  would  be  a  good  step  because  it 
does  take  care  of  the  one  group  that  is  most  heavily  affected  and 
who  suffers  the  greatest  disemployment  from  the  minimum  wage. 

Senator  Nickles.  In  your  opinion,  which  would  be  better,  the 
youth  differential  or  the  exemption? 

Di.  O'Neill.  By  ''youth  differential,"  I  was  also  referring  to  the 
yoiuth  exemption.  Between  the  two  I  think  the  elimination  of  the 
minimum  wage  for  teenagers  would  be  the  simplest  approach. 

Senator  Nickles.  Ladies  arid  gentlemen,  we  wish  to  thank  you 
for  your  testimony.  I  look  forward.  Dr.  Hashimoto,  to  getting  your 
book.  I  will  read  it  with  interest,  and  I  think  others  will  too. 

Commissioner,  we  appreciate  your  testimony.  We  have  had  2 
days,  and  you  brought  in  a  new  light.  Dr.  0*Neill,  your  comments 
were  also  very,  very  interesting  and  we  appreciate  your  input. 

Thank  you  very,  very  much. 

Mr.  Robinson.  Thank  you 

(The  prepared  statement  of  Dr  Hashimoto  follows:] 
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TESTIMONY  FOR  SENATE  LABOR  SUBCOMMITTEE  OF  THE  U.S.  SENATE 
LABOR  AND  HUMAN  RESOURCES  COMMITTEE,  Washington,  D.C.,  by  Masanorl 
Hashimoto  (Associate  Professor  of  Economics  and  Public  Affairs, 
University  of  Washington,  Seattle),  March  25,  981. 


Against  a  history  of  judicial  hostility,  the  federal  minimum 
wage  law  was  finally  enacted  in  October  1938,     Since  then  the  minimum 
wage  provisions  have  been  amended  six  times,  most  recently  in  1977, 
raising  the  level  of  the  nominal  minimum  wage      th  each  amendment, 
and  with  dramatic  expansions  of  the  coverage  taking  place  in  1961, 
1*)67,  and  1974.    Beginning  January  1  of  this  year,  the  minimum  wage 
rate  was  set  at  $3.35  per  hour  with  an  available  estimate  indicating 
that  as  much  as  84  percent  of  all  nonsupervisory  employees  in  private, 
non-agricultural  work  are  covered  by  this  law. 

In  addition  to  the  federal  minimum  wage,  most  stages  have  their 
own  minimum  wage  laws.    State  laws  are  much  more  comple<  than  the 
federal  law  in  specifying  coverage,  variable  differentials  and  other 
provisions.    With  a  few  exceptions  such  as  Alaska,  California,  Wash- 
ington D.C.,  and  New  York,  state  minimum  wages  have  been  typically 
below  the  federal  rate.     The  trend  has  been  for  the  state  rates  to 
converge  on  the  federal  rate  and  for  the  coverage  of  state  laws, 
traditionally  restricted  to  women  and  minors,  to  expand.    As  a  re- 
sult, many  state  laws  are  becoming  rediiudant. 
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Compliance  with  the  federal  minimum  wage  law  is  known  to  be 
less  than  perfect.^  One  reliable  estimate  suggests  that  the  rate  of 
compliance  was  about  70  percent  in  1973.    While  the  Reagan  Administration 
appears  to  be  less  than  sympathetic  to  the  law,  the  likely  future  prospect 
is  for  the  coverage  to  continue  expanding  and  for  the  rate  of  compliance 
to  be  raised.    The  prospect  for  ever  increasing  coverage  and  compliance 
rates  adds  urgency  to  the  need  to  assess  the  law's  economic  and  social 
impacts.    The  present  Federal  Minimum  Wage  Study  Commission  is  expected 
sometime  this  year  to  report  on  these  impacts  with  i'ecommendations  on 
proposed  changes  in  the  law. 

The  primary  concern  of  this  statement  is  how  the  minimum  wage  af- 
fects the  labor  market  experience  of  young  workers.     In  the  absence  of  the 
law,  many  young  workers  would  earn  less  than  the  minimum  wage.    As  a 
result,  minimum  wage  effects  are  likely  to  be  felt  by  a  large  proportion 
of  these  workers. 

The  primary  purpose  of  the  law  is  to  reduce  poverty. 
The  law,  however,  is  an  ineffective  instrument  for 

such  a  purpose.     Its  main  deficiency  is  that  it  applies  across  the 
board  to  all  low-wage  workers  regardless  of  family  size,  family 
income,  and  the  reasons  for  low  wage.    For  example,  fully  40  percent 
of  low-wage  teenagers  were  in  families  with  income  above  $15,000  in 
1973.    A  sound  anti-poverty  policy  would  embody  a  mechanism  to  identify 
the  really  needy  and  the  source  of  their  poverty,  and  would  try  to 
remedy  these  difficulties.     The  minimum  wage  law  achieves  none  of 
these  goals. 
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Given  that  the  law  is  not  an  effective  anti  ^^overty  device,  what 
has  it  accomplished  for  young  workers?    Here,  the  accumulated  evidence 
points  to  the  conclusion  that  the  law  on  balance  nas  hanaed  the  employ- 
ment opportunities  for  young  and  other  low-wage  workers.    I  shall  briefly 
discuss  the  main  findings  pertaining  to  young  workers.     For  more  detailed 
discussions,  the  reader  is  referred  to  my  Minimum  Wag^  and  On-rhp-mK 
Iraininfi.  which  will  be  published  this  spring  by  the  American  Enterprise 
Institute  for  Public  Policy  Research.^ 

Employment  and  Unemployment  Effects 

Most  of  the  studies  undertaken  by  economists  have  aimed  at 
assessing  minimum  v.ge  impacts  on  employment  and  unemployment  rates. 
The  theory  of  minimum  wage  effects  on  employment  ai        employment  is 
a  straightforward  application  of  elementary  demand-supply  analysis.  An 
effective  minimum  wage  law.  by  definition,  raises  the  wage  rate  in  the 
covered  sector  above  what  it  would  be  in  th-  absence  of  the  law.  Since 
labor  becomes  more  costly  than  before,  employers  reduce  the  quantity  of 
labor  services  they  purchase,  resulting  in  disemployment  effects.  The 
consequent  reduction  in  the  employment  demand  leads  to  unemployment  in 
the  covered  sector.    The  minimum  wage  also  attracts  workers  to  the 
covered  sector  to  look  for  employment  at  the  increased  wage.  thereby 
adding  to  the  unecployment  effect.    Of  course,  a  precise  analysis  must 
take  into  account  the  fact  that  the  rf-duced  probability  of  finding  a 
job  in  the  :overed  sector  will  mitigate  the  effect  of  the  increased 
wage  on  the  incentive  to  look  for  employment  there. 
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One  m^ght  expect  unemployment  to  disappear  eventually  as  those 
workers  not  finding  employment  in  the  covered  sector  move  to  non-covered 
sectors  or  to  nonlabor-f orce  activities.    However,  in  a  dynamic  economy 
in  which  inflov-s  and  outflows  of  workers  are  pervasive  in  labor  markets, 
unemployment  effects  tend  to  persist  as  long  as  the  minimum  wage  remains 
efrective.    Since  these  effects  are  greater  the  higher  the  minimum  wage 
is  relative  to  the  wages  that  would  prevail  in  the  absence  of  the  law, 
they  are  likely  to  be  felt  most  by  low-skilled  workers. 

Past  studies  by  and  large  confirm  the  prediction  that  minimum 
wages  reduce  employment  opportunities  and  raise  unemployment  rates 
particularly  for  teenagers,  minorities  and  other  low-skilled  workers. 
Typically,  researchers  have  found  that  both  the  coverage  and  the  basic 
minimum  wage  result  in  large  unemployment  effects  for  teenagers. 
However  minimum  wage  impacts  tend  to  diminish  as  teenagers  reach 
the  twenty  to  twenty-four  year  age  bracket.    By  the  time  youths  reach 
that  age  bracket,  their  wage  is  likely  to  have  increased  above  the 
minimum  wage. 

The  minimum  wage  also  has  significantly  reduced  the  availability 
of  full-time  jobs  for  teenagers.     Evidently,  teenage  workers  tend  to 
be  sorted  into  part-time  Jobs,  which  typically  pay  lower  wages  than 
full-time  jobs.     Increased  part-time  jobs  may  reflect  increased  school 
enrollments  as  a  result  of  minimum  wages.    Part-time  work  is  an 
important  source  of  financing  education  for  many  youths.    It  may  also 
signify  a  reduction  in  on-the-job  training  (OJT)  for  youths,  for  part- 
time  jobs  are  likely  to  offer  less  training  than  full-time  jobs. 
Adverse  minimum  wage  effects  are  observed  also  on  the  labor-force 
participation  rate — the  proportion  of  a  specific  population  that  is 
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either  employed  or  unemployed.    Researchers  havt  documented  the 
effects  running  from  increased  minimum  wages  to  reducrd  employment 
opportunities  and  eventually  to  reduced  labor-force  participation.^ 
These  effects  were  observed  to  be  more  pronounced  amorg  labor  groups 
with  low  wages.    Evidently,  many  marginal  workers  eventually  drop 
out  of  the  labor  force    altogether  rather  than  waiting  in  the  un- 
employment queue  to  find  a  Job  paying  the  minimum  wage. 

There  are  important  minimum  wage  effects  on  the  stability  of 
employment  ah  well.    Marginal  workers  tend  to  suffer  the  most  from 
frequent  Job  turnover    over  the  course  of  economic  fluctuations. 
This  phenomenon  reflects  employers*  attempts  to  adjust  labor  costs 
to  changing  economic  conditions  without  having  to  incur  the  high 
fixed  costs  that  are  Involved  in  altering  the  employment  of  physical 
capital  and  skilled  workers.    When  labor  demand  rises,  employers 
first  expand  labor  Inpuus  by  increasing  the  over-time  work  of  the 
existing  work  force  and  by  expanding  the  employment  of  low-wage 
workers  before  adding  to  the  skilled  work  force.    When  demand  drops, 
they  decrease  labor  inputs  by  first  letting  go  of  the  low-wage 
workers  as  well  as  by  reducing  over-time.     Employers  could  adjust 
labor  costs  In  response  to  changing  demand  by  cutting  wage  rates. 
Such  a  strategy  would  help  reduce  their  total  reliance  on  employment 
as  an  adjustment  mode.    For  marginal  workers,  however,  downward  wage 
adjustments  may  be  limited  by  the  minimum  wapL.    An  effective  minimum 
wage  represents  a  floor  below  which  the  employer*;  cannot  cvf  ^ages. 
As  a  result,  firms  are  forced  to  use  employment  reduction  as  an 
adjustment  mode. 
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One  study  found  that  between  1954  and  1968,  a  typical  teenage 
worker  was  more  than  four  times  as  likely  as  a  typical  adult  worker 
to  lose    a  job  during  a  downturn  in  economic  activity?   During  these 
years  the  mlniaum  wage  hikes  seem  to  have  reduced  the  cyclical 
employment  variability  of  white  adult  males  by  about  one-third, 
but  to  have  more  than  doubled  teenage  employment  variability. 

The  preceding  brief  discussion  suggests  that  the  minimum  wage 
law  reduces  employment  opportunities  for    young  workers,  increases 

their  unemployment  rates  as  well  as  their  labor-force  withdrawals,  and 
reduces  their  employment  stability  over  the  inevitable  fluctuations 
in  the  level  of  economic  activity.    The  results  of  past  studies 
indicate,  therefore,  that  the  minimum  wage  legislation  is  inconsistent 
with  the  policy  of  enhancing  job  opportunities  for     young  workers. 
One  may  quibble  with  the  precise  magnitudes  of  the  effects,  or  may 
chaplain  about  the  inconclusiveness  of  some  of  the  findings.     It  would 
be  very  difficult,  however,  to  offer  enough  counter  evidence  to  dismantle 
th^  general  consensus  pointed  to  by  the  existing  evidence. 

Effects  on  On-The-Job  Training 

Beyond  the  employment  and  unemployment  effects,  minimum  wage 
impairs  young  workers'  employment  and  earnings  capability  in  subtle 
but  important  ways.    The  compensation  that  a  worker  receive  usually 
includes  a  variety  of  fringe  benefits  in  addition  to  wages.  Perhaps 
the  most  importJJit  fringe  benefit  for  young  workers  is  the  opportunity 
that  jobs  offer  to  acquire  new  skills  and  knowledge  and  to  improve  on 
the  old.    Such  opportunity,  usually  referred  to  as  on-the-job  training, 
is  essential  to  enhancing  the  future  productivities  and  the  earning 
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capacity  of  young  workers.    Although  jobs  undoubtedly  differ  in  both 


both  through  fonral  training  programs  and  informal  learning-by-experience 
processes,  are  believed  to  be  the  ba«?ic  characteristics  of  practically 
all  working  activities. 

The  minimum  wage  law  reduces  the  amount  of  training  and  thereby 
impairs  the  growth  of  young  workers'  earning  capacities  in  two  ways. 
First,  to  the  extent  that  the  minimum  wage  leads  to  reduced  employment 
and  to  increased  unemployment,  it  deprives  affected  workers  of  oppor- 
tunities to  acquire  skills  on  the  job.    This  is  an  obvious  implication 
of  employment  and  unemployment  effects  associated  with  the  minimum  wage. 
Second,  minimum  wage  law  may  retard  the  growth  of  future  earnings 
capacity  by  causing  a  reduction  in  the  quality  and  quantity  of  on-the-job 
training  offered  to  those  who  remain  employed. 

Faced  with  an  increased  wage  mandated  by  the  law,  employers 
counter  by  cutting  back  on  various  benefits  including  flexibility  in 
hours  of  work,  work  environment,  job  safety,  and  on-the-job  training. 
In  other  words,  a  teenage  worker  ^s  not  necessarily  better  off  if  he 
gets  a  job  paying  the  minimum  wage  higher  than  he  would  get  in  the  ab- 
sence of  the  law.    With  his  current  erployment  opportunities  limited  to  jobs 
in  which  training  has  been  reduced,  he  may  find  himself  worse  off  in 
the  long-run.    Although  many  economists  have  long  been  concerned  with 
the  adverse  OJT  effects,  definitive  evidence  justifying  this  concern 
has  become  available  only  recently.    The  studies  by  Jacob  Mincer  and 
Linda  Leighton,  and  by  myself,  concur  that  the  minimum  wage  lowers 
the  job -experience  induced  growth  in  earnings.^ 


the  quantity  and  quality  of  training  they  offer. 


earning  processes. 
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How  can  we  tell  if  a  worker's  increased  current  wage  is  more 
than  enough  to  compensate  for  the  reduced  on-the-job  training  and 
the  reduced  future  earnings?    According  to  my  study  using  the  National 
Longitudinal  Survey  data,  even  though  an  increased  minimum  wage  may 
raise  the  current  wage  for  some  workers,  such  a  benefit  is  far  smaller 
in  magnitude  than  the  loss  of  future  earnings  caused  by  diminished 
training.    For  example,  the  1967  Amendments  to  the  minimum  wage  law, 
which  expanded  the  coverage  substantially,  a^*  well  as  raised  the  minimum 
wage  rate,  resulted  in  reductions  in  the  value  of  trainfng  for  white 
young  males,  aged  14  to  24  years  in  1966,  by  some  26  to  31  percent. 
The  full  wage  of  these  individuals— the  sum  of  their  current  wage  and 
the  value  of  training-was  reduced  by  14  to  17  percent.    Both  reductions 
were  reflected  in  their  reduced  earning  power  in  1969,    Although  the 
results  of  my  own  investigation  were  inconclusive  about  the  effect  on 
black  youths.  Mincer  and  Leighton  reported  detecting  some  adverse 
effects,  though  they  were  statistically  insignificant.     In  general,  no 
firm  conclusion  emerges  due,  in  part,  to  the  low  quality  of  the  data 
for  blacks.     The  findings  for  whites  are  as  solid  as  one  could  hope  for 
in  econometric  research,    Ly  and  large,  the  evidence  points  to  the 
conclusion  that  the  minimum  wage  legislation  forces  youne,  workers  to 
bargain  away  much  of  their  future  earnings  for  a  small  increase  in 
current  wage  to  the  detriment  of  their  future  economic  well-being. 

Policy  Alternatives 

The  most  direct  way  to  remove  the  barriers  to  OJT  created  by 
the  minimum  wage  legislation  is  to  exempt  young  workers  from  the  coverage. 
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Such  an  exemption  would  apply  at  least  to  teenagers,  if  not  to  all 
youths  up  to  twenty-four  years  of  age.    There  have  been  many  discus'^ ions 
of  youth  differentials,  sometimes  called  teenag2  differentials,  as  a 
means  of  reducing  the  undesirable  unemployment  effects  on  youths. 
Youth  exemption  would  go  further  than  a  mere  differential  in  eliminating 
adverse  minimum  wage  effects  buth  on  OJT  and  employment.    It  would  also 
eliminate  the  necessity  to  engage  in  endless  debate  as  to  what  the 
appropriate  differential  ought  to  be.     Any  differential  chosen  would 
be  arbitrary,  anyway. 

Exempting  youths  from  minimum  wag    coverage  may  raise  the  spectre 
ol  youth  poverty.    But  such  a  conclusion  presumes,  in  the  first  place, 
that  the  minimum  wage  legislation  is  an  effective  anti-poverty  device. 
I  have  already  argued  that  it  is  not.     Surely,  the  accumulating  evidence 
about  its  harmful  effects  on  training,  as  well  as  on  employment  opportu- 
nities, renders  the  case  for  the  minimum  wage  as  an  anti-poverty  device 
the  weakest  when  applied  to  young  workers.     If  youth  poverty  is  the 
issue,  what  is  needed  is  a  sound  income  maintenance  program,  which  would 
transfer  income  to  poor  youths  efficiently.     One  such  program  is  a 
negative  income  tax.    A  negative  income  tax  can  be  implemented  with  a 
tnlnimum  of  administrative  machinery,  and  its  parameters  can  be  chosen 
to  refl-'Ct  family  size,  composition,  et  cetera,  in  order  to  determine 
the  level  of  need  for  income  transfer.     Ideally,  the  entire  minimum  uage 
law  would  be  replaced  by  a  more  effective  anti-poverty  policy,  such  as 
the  negative  income  tax. 

In  view  of  the  vested  interest  groups  that  the  current  welfare 
programs  have  spavmed,  hovcer,  the  economy  wide  implementation  of  a 
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negative  income  tax  program,  or  any  other  alternative  policy,  may 
take  time.     Its  Implementation  for  youths  alone,  together  with  the 
youth  exemption  from  the  minimum  wage  law,  would  be  a  good  start. 
Youth  exemption,  coupled  with  a  negative  income  tax  program,  would 
eliminate  the  undesirable  side  effects  of  the  minimum  wage  discussed 
in  this  ^®®'^°*°"^while  at  the  same  time  reducing  poverty  among  young 


It  is  quite  possible,  however,  that  the  resistance  to  youth 

exemption,  or  even  to  youth  differentials,  would  turn  out  to  be 
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politically  insuynountable.     If  the  minimum  wage  legislation  must 
remain  on  the  books,  some  form  of  subsidy  to  encourage  the  formation 
of  skills  is  called  for.    One  alternative  proposal  discussed  in  the 
literature  is  a  youth  employment  scholarship,  to  be  paid  to  young  workers 
as  a  supplement  to  their  wage  income ."^^  The  major  attraction  of  this 
program  is  that,  unlike  a  subsidy  or  a  tax  credit  given  to  the  employer, 
it  relies  on  the  Individual  youth  to  choose  the  Job  that  gives  him  the 
most  valuable  combination  of  training  and  current  wage.    Thus,  it  allows 
individual  differences  in  interests,  time  preferences  and  abilities 
their  full  play  in  determining  the  choice  of  training  and  current  wage. 

To  promote  an  efficient  use  of  such  a  subsidy  in  the  formation 
of  human  capital,  the  subsidy  should  be  made  applicable  either  to 
training  on  the  Job  or  training  at  school.     For  example,  an  eligible 
youth  may  receive  a  voucher  entitling  him  to  a  certain  amount  of 
training,  and  he  may  use  it  either  at  work  or  at  a  vocational  school, 
a  coiamunlty  college  or  even  at  a  four-year  college.     Either  the 
employer  or  the  school  selected  by  the  youth  will  then  redeem  the 


workers. 


333 


voucher  for  cash.    Since  schools  ere  already  subsidized  and  on-the-job 
training  is  not,  the  voucher  would  not  be  made  transferable  between  the 
two  iDodes  on  a  dollar  by  dollar  basis.     Instead,  an  appropriate  rate  of 
transfer  would  have  to  be  established  to  reflect  the  already  existing 
inbalance  in  the  subsidy.    The  point  is  simply  that  by  making  the 
voucher  applicable  to  either  source  of  training,  the  subsidy  program 
would  avoid  distorting  resource  allocation  between  OJT  and  schooling. 
It  would  help  to  promote  competition  among  employers  and  among  schools, 
as  well  as  between  employers  and  schooling,  in  offering  quality  training 
services. 

There  may  be  many  other  reasonable  policy  alternatives.     It  is 
not  my  intention  here  to  present  a  complete  catalogue  of  them,    nor  do 
I  wish  to  prescribe  a  particular  policy  instrument.    Details  of  each 
policy  surely  would  require  much  more  attention  than  the  discussion 
here  has  offered  before  one  could  rank  them  by  their  attractiveness. 
We  look  forward,  in  this  year's  legislative  debate,  to  serious  and 
informed  policy  discussions  to  address  particularly  the  harmful  minimum 
wage  effects  on  young  workers  and  the  concrete  policy  alternatives. 
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FOOTNOTES 


Both  non-compliance  and  non-coverage  evidently  are  nontrivial, 
especially  among  very  low-wage  workers.    Gramlich  reports  that 
in  1975  the  minimum  wage  law  raised  the  wage  of  only  about  half 
of  all  low-wage  workers.    See  Edward  M«  Gramlich,  "Impact  of 
Minimum  Wages  on  Other  Wages,  Employment,  and  Family  Incomes,*' 
Brookings  Papers  on  Economic  Activity  2  (1976),  pp.  A09-A61, 
Ashenfelter  and  Smith  estimate  that  for  the  United  States  as 
a  whole  the  compliance  rate  is  about  69  percent  in  1973.  See 
Orley  Ashenfelter  and  Robert  Smith,  "Compliance  with  the  Minimum 
Wage  Law,"  Journal  of  Political  Economy,  Vol.  87,  No.  2  (April 
1979),  pp.  333-350. 

See  Gramlich,  "Impact  of  Minimum  Wages." 

Minimum  Wage  and  On-The-Job  Training,  American  Enterprise  Insti- 
tute, forthcoming  1981. 

See  Finis  Welch,  Minimum  Wages;     Issues  and  Evidence  (Washington, 
D.C.:    American  Enterprise  Institute  for  Public  Policy  Research, 
1978),  Chapter  1.     See  also,  Thomas  Gale  Moore,  "The  Effects  of 
Minimum  Wages  on  Teenage  Unemployment  Rates,"  Journal  of  Political 
Economy,  Vol.  79  (July/August  1971),  pp.  897-902.    For  some 
interesting  discussions  of  the  policy  relevance  of  some  of  the 
past  studies,  see  Robert  Goldfarb,  "The  Policy  Content  of  Quan- 
titative Minimum  Wage  Research,"  Industrial  Relations  Research 
Associations  Proceedings,  197A,  pp.  261-268.     Recently,  Brown, 
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Senator  Nickles.  Our  next  panel  will  include  William  Lucy,  who 
is  president  of  the  Coalition  of  Black  Trade  Unionists,  and  secre- 
tary-treasurer of  AFSCME;  Sol  Chaikin,  who  is  president  of  the 
International  Ladies'  Garment  Workers  Union;  and  Althea  Sim- 
mons, who  is  Director  of  the  Washington  Bureau  of  the  NAACP 

I  am  going  to  havj  to  ask  everybody  to  identify  themselves, 
because  I  was  reading  and  not  looking.  They  are  going  to  run  us 
out  of  here  whether  we  are  finished  or  not,  and  that  would  not  be 
fair  to  you  or  our  other  panelists.  We  are  going  to  have  to  go  very, 
very  quickly. 

Everybody  has  been  kind  enough  to  provide  us  with  statements, 
and  I  do  want  you  to  know  that  I  can  least  speak  for  this 
Senator  and  say  that  I  will  thoroughly  revie  ^our  statements  and 
read  them  with  interest,  because  we  are  interested  in  your  input 
and  we  do  solicit  your  side  of  the  pros  and  cons  of  this  particular 
piece  of  legislation  or  this  concept  and  theory. 

William  Lucy,  if  you  would  begin?  Do  you  have  a  gentleman  with 
you? 

STATEMENT  OF  WILLLAM  LICY,  FRESIDEVr  COALITION  OF 
BLAC  K  TRADE  UNIONISTS,  AND  SE(  RETARY  TREASl  RER, 
AMERK  AN  FEDERATION  OF  STATE,  COI  NTV  AND  Ml  NICIFAL 
EMFLOVEES,  ACCOMFANIED  BY  HORACE  SHEFFIELD  AND 
(  HARLES  HAYES;  SOL  CHAIKIN,  FRESIDENX  INTERNATIONAL 
LADIES*  (;ARMENT  WORKERS  CNION;  AND  ALTHEA  T.  L.  SIM- 
MONS,  DIRECTOR,  \VASHIN(;T()N  BCREAC,  NATIONAL  ASSOCL 
.ATION  FOR  THE  ADVAN(  EMENT  OF  COLORED  PEOPLE,  A 
PANEL 

Mr  Lucy.  Yes  1  was  not  aware  that  this  would  be  a  pan^l 
concept,  Mr  Chairman.  I  had  asked  Mr  Horace  Sheffield  from 
Detroit  to  come  in  and  participate. 

Senator  Nickles  Horace  Sheffield  from  Detroit. 

Mr  Lucy.  And  Mr.  Charles  Hayes  from  Chicago 

Senator  Nicklks  Mr.  Haye^'^ 

Mr.  Hayes.  Yes 

Mr  Lucy.  We  were  not  aware  that  the  panel  structure  would  be 
used,  so  we  will  certainly  try  to  adhere  to  the  Chairman's  rules  and 
admonitions. 

Senator  Nicki.es.  Thank  you 

Mr  Hayes,  wh  -e  are  you  from? 

Mr.  Hayes.  Chicago, 

Senator  Nickles,  And,  Mr.  Sheffield,  you  are  from  New  York*' 
Mr.  Sheffiei.D-  I  am  from  Detroit,  United  Auto  Workers 
Senator  Nickles  Detroit? 
Mr.  Shefkieij)  Detroit,  Mich. 

Senator  Nicklks  OK.  Go  ahead  for  o  minutes,  if  you  would 
Mr  Lucy  Let  me  say,  Mr.  Cfiairman,  first  of  all  that  we  arc 

very  pleased  that  we  are  being  allowed  to  i,hare  our  views  with  the 

committee 

I  would  like  to  begin  by  saying  that  the  coalition  believes  that 
what  we  really  should  be  discussing  here  is  an  increase  in  the 
minimum  wage  as  opposed  to  a  youth  submininium  Despite  period- 
ic increase,s  in  the  minimum  wage,  in  recent  years  its  real  value 
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has  been  rapidly  eroded  by  inflation.  I  believe  President  Kirkland 
shared  those  views  with  you  just  a  bit  ago. 

Congress  established  the  minimum  wage  to  set  an  income  floor 
beneath  which  no  one,  male  or  female,  black  or  white,  young  or 
old,  should  have  to  work.  This  income  floor  is  absolutely  necessary 
in  low-wage  sectors  of  the  economy.  Take  the  retail  trade,  tor 
example.  Individual  store  owners  can  only  afford  to  pay  moderately 
reasonable  wages  if  they  know  that  their  competitors  or  competi- 
tion must  do  the  same.  The  minimum  wage,  in  our  opinion,  is 
essential  to  insure  that  pay  rates  for  store  clerks,  secretaries,  and 
other  similar  workers  are  not  driven  down  below  a  subsistence 
level.  The  protection  of  the  minimum  wage  is  especially  important 
to  minority  workers  who  hold  a  large  share  of  these  jobs. 

Some  statistics  over  the  last  12  to  15  years  have  indicated  that 
some  70  percent  of  new  jobs  created  have  been  in  these  service 
sectors,  and  I  suspect  that  initiating  a  subminimum  will  simply 
compound  the  problem  and  establish  a  new  type  of  worker  within 
our  economy.  I  think  a  subminimum  youth  wage  would  be  a  step 
backwards  and  could  open  the  doo^-  wider  for  further  wage  discrim- 
ination against  women  and  minorities. 

We  have  been  told  that  one  of  the  main  goals  of  a  youth  submini- 
mum is  to  lower  the  unemployment  rate  for  teenagers,  especially 
those  who  are  black.  Certainly,  this  is  a  noble  goal  and  the  ques- 
tion becomes  whether  or  not  we  actually  have  statistics  to  indicate 
that  this  action  would  support  that. 

I  would  take  the  opposite  view.  In  fact,  in  terms  of  youth  and 
teenage  unemployment,  all  told,  except  in  times  of  war  or  conflict, 
never  has  the  rate  been  below  9  percent,  and  that  is  goir^  back 

into  the  early  years  

Senator  Nickles.  Is  that  minority  or  all  youth? 
Mr.  Lucy.  All  youth,  and  I  suspect  that  the  relationship  between 
minority  youth  unemployment,  maintaining  the  same  ratio  to  all 
teenagers— that  would  be  true  for  those  times,  and  that  particular 
period  was  the  year  19r)l  during  the  Korean  conflict. 

It  is  our  view  that  a  l.Vpercent  wage  differential  for  youth  is 
simply  not  large  enough  to  convince  the  average  employer  to 
expand  his  or  her  work  force.  We  believe  that  a  shopowner  who 
has  enough  employees  to  mind  the  store  is  not  likely  to  add  an- 
other employee  simply  because  he  can  get  one  for  $2  85  an  hour,  or 
whatever  the  subminimum  level  would  be. 

We  believe  that  a  subminimum  for  all  youth  would  encourage 
employers  to  leplace  particularly  student  employees,  whom  they 
are  now  taking  advantage  of  in  terms  of  the  part-time  rate  for  full- 
time  students.  I  believe  that  this,  coupled  with  the  current  admin- 
istration proposal  to  either  reduce  or  eliminate  the  student  loan 
program,  would  make  life  difficult  for  thousands  of  young  people 
who  are  using  employment  as  a  means  of  supplementing  their 
student  loan  situation  To  simply  have  employers  replace  part-time 
subminimum  wageworkers  with  full-time  subminimum 
wageworkers  would  work  a  hardship  on  this  particular  group. 

Economists  admit  that  they  do  not  have  much  good  evidence  on 
the  employment  effects  of  a  subminimum,  but  most  of  their  studies 
show  that  a  youth  subminimum  would  cause  almost  no  change  in 
the  rate  of  youth  unemployment  One  of  the  more  recent  studies 


339 

prepared  for  the  Minimum  Wage  Study  Commission  found  that  a 
subminimum  would  push  the  teenage  jobless  rate  down  by  onlv 
one-tenth  of  1  percent.  That,  I  suspect,  squared  off  against  the  loss 
of  purchasing  power  from  low  wages,  might  even  cause  a  slight  rise 
in  unemployment. 

Minority  teenagers  cannot  afford,  in  our  opinion,  to  take  a  15- 
percent  pay  cut  in  a  wage  that  is  already  below  the  poverty  level. 
Many  of  them  are  female  heads  of  households  struggling  to  support 
their  children. 

If  we  look  at  the  overall  program  of  the  administration,  which  I 
suspect  will  result,  certainly,  in  some  reductions  in  child  care  or 
day  care  programs,  and  if  this  is  also  coupled  with  a  system  that 
reduces  the  basic  income  of  large  numbers  of  female  workers,  it  is 
a  question  of  whether  or  not  they  will  be  either  forced  to  use  a 
greater  portion  of  their  income  to  support  child  care  and  day  care, 
or  they  would  simply  be  at  such  a  wage  level  that  they  would 
simply  go  off  of  the  job  rolls  and  onto  the  public  assistance  rolls. 
We  think  that  that  is  certainly  not  in  the  interests  of  the  country 
as  a  whole. 

The  primary  beneficiaries  of  this  pay  reduction  would  be  the 
major  employers  of  teenagers  who,  in  our  opinion,  would  reap  some 
rather  large  windfall  profits.  A  recent  Dean,  Witter,  Reynolds 
report  estimates  that  a  subminimum  would  boost  particularly 
McDonald  s  Corp.  profits  by  31  cents  per  share  in  the  first  year  and 
70  cents  per  share  in  3  years.  These  higher  profits  would  come 
directly  out  of  the  pockets  of  some  of  the  Nation's  lowest  paid 
workers. 

While  business  is  pulling  in  higher  profits,  the  biggest  losers 
under  a  subminimum  wage  would  probably  be  female  and  minority 
adults  who  now  hold  minimum  wage  jobs.  Almost  one  

Senator  Nickles.  I  have  a  question.  Can  I  stop  you  right  there 
because  I  want  to  ask  you  something  on  that  and  our  time  is 
moving? 

I  have  been  informed  that  we  are  going  to  have  to  clear  this 
room  by  1  for  another  committee,  and  there  is  another  panel.  I 
really  want  to  come  back  to  you  with  the  questions,  if  1  can. 

[The  prepared  statement  of  Mr.  Lucy  follows:] 
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TESTIMONY     3 2 
MR.  WILLIA.M  rCCY,  PRESICENT 
COALITION'  OF  BLACK  '^t^ADE  L";iONISTS 

Mr    Chai  rtnan ,  mernbers  of  the  Cormittec,  my  name  is  'Jllliatr 
Lucy      I  am  Secretary-Treasurer  of  the  American  Fe'leration  of 
State,  Count/  and  Municipal  ^mployees  ^AFSO^,)  and  '^resider.t  of 
t-e  Coalition  of  Black  Trade  •nionists  fCTV)       It  is  in  this  latter 
role  that  I  an  testifying  today,  although  the  viev;s  I  will  present 
also  reflect  those  o^"  AFSCr?      r^r^^  consists  of  representatives  of 
67  national  and  international  unions  in  this  country      ':e  appreciate 
Che  opportunity  to  explain  vhy  Tr^.my  blacks,  and  black  trade  union- 
ists in  particular,  strongly  oopose  a  subninimuin  wage  for  young 
peop  le 

I  would  U''-e  to  begin  by  saying  that  we  really  should  be  con- 
sidetipg  gisni^icant  increases  m  the  nininun  wage  for  all  workers 
instead  of  a  yojth  subnininun  wa^e      It  is  a  tragedy  that  in  our 
wealthy  society  ni 11 10ns  of  Americans  w"o  now  work  full-time  ^z  the 
minimum  wa-ie  still  fi.nd  thenselv^s  living  m  poverty      yany  families 
11  this  situation  -nust  3vt.^'*!  -^erend  on  AFDC  tc  sue:) lenient  their  m- 
cc^e 

Desoit^  periodic  increases  m  the  •^minu-i  vage ,   in  recent  years 
its  real  value  has  bee^  rapidly  eroded  by  inflation      In  ter^.s  of 
1967  -"ollars  the  r.inl'-'jm  va?e  tAI  fall  rro-^  fl  4:  m  19^^  to  about 
^1  2?  f^i-s  /QriT      A  wor'^^er  ^'~o  earns  the  •nini^u'-.  "vage  has  an  annual 
mccne        ^-ly        -.>rccnt  if  the  -'--^eral  -^ver-^-ti" t '  s  poverty  Xe^  el 
for  a  f-i-^il/  o'  :->ur  in  1?3:      T-13  is  iov/r.  frcr.       percer.t  of  the 
poverty 
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'4e  woul-i  liks  to  remind  you  that  Congress  established  the 
taLnitaum  vage  to  set  an  mcone  floor  Deneath  which  no  one  male 
or  female,  blacV  or  white,  young  or  ol'^        should  bave  to  work 
This  protection  is  crucially  important  for  men  and  wcnen  who  are 
unskilled  and  without  union  representation  to  give  then  the  ability 
to  bargain  on  equal  ter'ns  with  their  employers 

This  income  floor  is  absol'itely  necessary  m  low-wage  sectors 
of  the  economy.     Take  retail  trade  for  example.     Individual  score 
owners  can  only  afford  to  pay  ""o-'antely  decent  wages  if  they  know 
that  all  tneir  competitors  must  to  t/e  same      The  minimum  wags  is 
essential  to  ensure  that  pay-rates  for  store  clerks,  secretaries 
and  other  similar  wor-ers  are  '^.ot  driven  belov  subsistence  levels 
The  protecti:)n  of  the  ^ini^um  wa'^e  is  especially  important  ro 
minority  vorVers  vho  hold  a  l^r^e  s'-^are  of  t*-*ese  ^obs 

In  additi:/n  tj  Dro/ili^g  an  i.ncome  floor,  the  mirimum  wage  helps 
to  ma  in  t:  am  f^e  prircipJe        equal  oay  for  equal  vor'<  for  American's 
low-wage  emplovees      Vni'-^ns,  -/omen ,  an  1  minorities  all  agree  on  the 
importance  of  this  principle      It  '-as  been  the  cornerstone  of  labor's 
firht  ig.inst  ilc crim^nat lor        t'-^e  job      A  suomnm^jm  youth  wa-je 
wouli  be  a  major  sCet  oac'cvaris  and  could  well  open  the  door  to 
further  wage  liscriminiticn  ai^amst  vo^en  and  minorities 

Tc  have  :3een  told  t'^at  o^c  of  ere  mam  ?;oi1g  of  a  youth  5U0- 
mmiTum  is  t">  lo*--er  _inemp  lo',-mor  *;  rat*:  *or  raena^ers  --  especially 

those  vro  ire  blic'f      *'ow  '."^is  is  3ure*/  i  vort-^y  obj-jctive  on  which 
we  c3n  all  a\*roe      '^o  or  2  -..oul-i  '^i3'jut3  the  f^ct  tr?t  tnis  country 
has  a  major  youth  •^nemplov'^ent  problem      Tventv-t^ree  percent:  of  the 
?  mill-on  rseenlc^  unemr^lovod  last  month  vere  teenagers  31ac< 


342 


teenage  unemployment,  at  a  staggering  35  4  percent,  remained  veil 
above  the  white  teenage  unemplojrment  rate  of  17.4  percent  The 
question  is  whether  a  subrainimum  wage  will  really  help  the  nation 
reduce  youth  joblessness  and,  if  so,  at  whose  expense. 

A  15  percent  or  25  percent  wage  differential  for  youth  is 
very  unlikely  to  convince  the  average  employer  to  significantly 
expand  his  or  her  workforce      A  shopowner  who  has  enough  employees 
to  mind  the  store  is  not  likely  to  add  another  worker  just  because 
he  can  get  a  young  person  for  ??2.35  an  hour      The  few  employera 
who  care  about  such  a  small  difference  in  wages  are  already  taking 
advantage  of  the  current  subnmimura  wage  for  part-time  workers  who 
are  also  full-time  students      A  subminimum  for  all  "-^uth  would 
encourage  these  employers  to  replace  their  student  employees  with  a 
smaller  number  of  full-time  young  workers      This  would  cut  employ- 
ment and  -nake  it  ^.arder  for  manv  young  people  to  help  put  themselves 
through  school 

At  best,  Che  econonic  evidence  on  the  employment  effects  of  a 
subminimum  is  mixed      Most  studies  show  that  a  youth  submmimiim 
^juld  cause  almost  no  cl^ange  in  the  rate  of  youth  unenploymenL .  One 
of  the  more  recent  studies  prepared  for  the  ;!inimum  Vage  Study 
ConBiisslon  found  that  a  subminimum  would  push  the  teenage  jobless 
rate  down  by  only  one*tenth  of  one  percent.     The  loss  of  purchasing 
power  from  lower  wages  might  even  cause  a  slight  rise  m  unemployment. 

Minority  teenagers  cannot  afford  to  ta'^e  a  15  or  25  percent  pay 
cut  m  a  wage  that  already  13  below  ooverty  level,  even  for  only 
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six  months      Many  of  then  are  female  heads  of  households 
struggling  to  support  their  children.    The  pay  of  many  others  is 
often  an  essential  supplement  to  their  parents*  poverty-level 
income. 

The  primary  beneficiaries  of  this  pay  reduction  would  be  the 
major  employers  of  teenagers  who  would  reap  large  windfall  profits. 
Dean  Uitter  Reynolds  estimates  that  a  subninimum  would  boost 
McDonalds  Corporation's  profits  by  31  cents  per  share  in  the  first 
year  and  by  70  cents  within  three  years.     These  higher  profits 
would  come  out  of  the  pockets  of  some  of  the  nation's  lowest-paid 
workers . 

'Jhile  business  is  pulling  in  higher  profits,   the  biggest  losers 
under  a  subninimum  wage  would  probably  be  female  and  minority  adults 
who  now  hold  minimum-wage  jobs      Almost  one-fourth  of  minimxim  wage 
workers  are  members  of  minority  groups,  nearly  two-thirds  are  women. 
A  youth  subminimum  would  hand  employers  a  poi^eriul  financial  incentive 
to  layoff  these  workers  and  hire  cheaper  young  people  in  their  place. 
Adult  women  are  likely  to  suffer  particularly  severe  displacement, 
for  studies  show  that  teenagers  and  adult  women  are  in  fairly  direct 
competition  for  the  sane  minimum-wage  positions.     Because  of  the 
double-discrimination  against  black  women,  they  are  sure  to  be  among 
the  main  victims  of  a  youth  subminimum  wage. 

Proposed  prohibitions  against  displacment  are  unlikely  to  be 
enforce-i  Displacement  of  adults  is  prohibited  under  the  currertt 
full-time  student  subminimum  wage.  Yet  only  twice  in  the  past  20 
years  have  casts  been  brought  to  enforce  this  provision  of  the  law 


ERIC 


344 


The  Coalition  of  Black  Trade  Unionists  strongly  urges  you 
to  reject  the  idea  chat  new  jobs  for  youth  should  come  at  the 
expense  of  reduced  employment  of  the  neediest  group  of  adult  workers. 
He  urge  you  ir.stead  to  consider  the  real  causes  of  teenage  unenploy- 
nent  which  are  ignored  by  tre  advocates  of  the  youth  subminimiom 

C3TU  believes  that  population  changes  will  take  care  of  part 
of  the  youth  unemployment  problem      During  the  1960s  and  1970s  the 
huge  "baby  boon"  generation  passed  through  its  teens,  swelling  the 
yoath  labor  force  and  boosting  youth  unemployment      Mow,  however, 
the  number  of  young  job-seekers  is  falling.     Since  we  can  expect 
to  see  a  decline  in  teen  joblessness  over  the  next  decade,   it  would 
be  unwise  to  institute  an  unproven  and  potentially  very  harmful 
experiment 

A  youm  submini'^am  ignores  the  i^ipact  of  the  general  economy 
on  the  unemployment  or  young  people      Youth  unenploynent  is  much  more 
resDonsive  than  adult  unemploj/ment  to  changes  m  Che  economy  During 
an  economic    uoswing,  employers  '-^irG  ''hundreds  of  *'housands  of  teen- 
agers who  previously  could  not  find  work      This  fact  shows  that  - 
when  demand  is  hi^h  and  the  jobs  exists  -  employers  believe  chat 
yourg  peocle  iire  wort^i  hiring  at  the  minimum  wage      A  vigorous 
national  economic  program  to  achieve  full  employment  would        a  far 
more  sif^crive  approach  to  the  teenage  unemnlo^/ment  proolen  Chan 
the  uncertain  approve"  of  a  youth  subninimun  wage 

''.lie'''  teenagers  face  unique  tD-arriers  to  finding  emnl j^.-^ent 
Federal  !3oliciei  -^.ust  ai-?ress  t^e3e  problems 
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Over  Che  past  ?5  years,  joblessness  has  risen  several  times 
•norc  rapidly  anong  olac\  youth  than  among  white  youth  ^/hile 
white  t^o-a^e  ar.err.D Io:/-tent  increise-  five  points  Cfrcn  19  3  to 
15  5  percent)  betxveen  1Q55  and  19R0.   the  black  youth  joblessness 
juniped  23  points  (from  15  ?  to  3S  6  percent)      During  this  period, 
increases  .n  the  niiniinum  wa^e  rate  and  coverage  affected  both 
blacks  anc'  ^hlte^      Therefore,  ve  have  to  look  elsewhere  for  an 
explanation  of  why  the  unerrplo:/-ienc  situation  for  black  youth  has 
deteriorated  so  badly 

?ir:  of  t-e  explanation  is  racial  discrimination,  which  con- 
tinues to  fesier  m  t-e  job  -arket  despite  decades  of  good  federal 
intentions      Another  inportant  factor  nas  been  the  shift  of  employ- 
nent  ^rowtr  cut  of  older  cities  to  the  suburbs  and  t^e  Sun  Belt 
Thi>  s-.ift  has  Left  -^.anv  ^lack  teenagers  stranded  m  central  cities 
•'^-era  ti-jre   ire  r^-vvr  ar.i  i.^^*  er  jcbo  and  fewer  education  and  training 
opportunities      It        t-  t-ese  sucial  considerations  and  structural 
ecrpo-ic  c-nn^as.  an  i  not  t^  the  -nmir.a-n  wage,   that  ':e  T.ust  look  for 
3n  exp.qnati^n  of  t"..  iist^rbm-^  increase  m  blac'  voutb  unenplo'/ment 
ra^es 

That  13  VP  /  we  ir^,  so  i.str^issed  at  t'-e  President's  proposals  to 
-jut  the  CCTA  ?.:lo        Yrjth  ^Tpljv-ent  and  training  programs  and  to 
eliminate  ill  public  ;ervi-G  jDbs      These  programs  are  targeted 
specifically  at  tr-  pr^^lens  of  the  disadvantaged      T^e  President's 
P'-.'icy  will  -       -^-  on-    !is  vi^-anta^e-!  yo^-,g  seo^le  out  o'  %or> 
I'^ediitsl*       Tt  "ill 
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contained  in  Title  IV,  which  has  received  bi-parcisan  support  in 
Congress  and  has  proven  to  be  so  successful 

CBTU  believes  that  it  would  be  cruel  and  cynical  to  force 
disadvantaged  young  people  into  competition  with  their  parents  and 
friends  for  the  reduced  funds  available  under  the  C^TA  training 
programs.    Ue  be'^eve  it  is  cruel  and  c>'nical  to  layoff  over  100,000 
and,  at  the  sa.ie  time,  express  concern  about  youth  unemployment 

The  problem  of  youth  joblessness  can  only  be  addressed  by  an 
economic  program  to  achieve  full  employment  combined  with  education, 
training  and  employment  programs  that  enable  disadvantaged  young 
people  to  participate  m  the  labor  market  on  a  more  equal  footing. 
It  should  not  be  addressed  by  a  ninimum  vage  policy  chat  at  most  will 
Simply  redistribute  poverty  wages  without  anv  significant  increase 
m  job  opportunities 

Thank  you  for  giving  us  the  opportunity  to  present  our  views 
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Senator  Nickles.  Mr.  Chaikin,  would  you  please  go  ahead  just 
briefly,  and  then  I  have  a  question  or  two  for  you,  too. 

Mr.  Chaikin.  Yes,  certainly.  I  thank  you,  Senator,  for  the  oppor- 
tunity to  speak  with  you  this  morning,  and  I  will  take  just  a  few 
moments  since  I  have  offered  to  the  committee  the  full  and  com- 
plete statement  which  we  would  have  wanted  to  make. 

Senator  Nickles.  We  thank  you  for  that. 

Mr.  Chaikin.  My  name  is  Sol  C.  Chaikin  and  I  am  president  of 
the  International  Ladies'  Garment  Workers  Union,  with  a  member- 
ship of  340,000  workers  on  the  mainland  and  in  Puerto  Rico.  I  am 
here  to  present  the  views  of  my  union  on  the  proposed  youth 
subminimum  amendments  to  the  Fair  Labor  Standards  Act.  Since  I 
have  only  a  few  moments  in  which  to  give  these  views,  as  I  indicat- 
ed, I  would  like  to  have  included  in  the  record  the  longer  statement 
that  we  have  prepared. 

Senator  Nickles.  We  will. 

Mr.  Chaikin.  These  proposals  we  are  discussing  are  called  by 
titles  like  *The  Youth  Opportunity  Wage  Act'*  or  "The  Youth 
Employment  Opportunity  Act,"  the  suggestion  being  that  these 
bills  will  benefit  the  young.  If  the  bills  were  really  named  after 
whom  they  will  benefit,  they  would  be  called  the  "McDonald's 
Windfall  Gift  Amendments."  [Laughter.] 

Mr.  Chaikin  [continuing].  The  arithmetic  on  these  proposals  is 
astounding.  The  McDonald's  near  the  ILGWU  headquarters  is  open 
18  hours  a  day,  363  days  a  year.  There  are  approximately  12 
teenagers  who  work  there  at  any  given  time  and  would  lose,  as  a 
result  of  a  75-percent  youth  subminimum,  84  cents  an  hour  each. 
In  total  wages,  that  single  McDonald's  would  be  saving  $10  88  an 
hour,  $181  a  day,  and  $65,862  a  year. 

The  firm  of  Dean  Witter,  as  my  friend  Bill  Lucy  has  indicated, 
estimates  that  if  that  subminimum  is  passed,  the  stock  would  earn 
not  less  than  31  cents  a  share  in  the  first  year  and  much  more  as 
the  years  go  forward. 

Now,  let  us  suppose  that  we  pass  a  youth  subminimum  that 
would  inhibit  McDonald's  or  anyone  else  from  hiring  teenagers  and 
fire  20-year-old  people,  and  let  us  further  suppose  that  the  submini- 
mum is  limited  to  6  months.  In  such  entry-level,  marginal  jobs, 
there  will  be  a  natural  turnover  that  runs  at  least  30  percent  per 
annum. 

The  company  would  profit.  Who  would  suffer?  All  of  the  youth 
below  20  years  of  age,  some  of  whom  may  already  have  2  or  3  years 
of  experience  doing  what  they  are  doing,  and  who,  for  a  period  of  6 
months,  will  be  denied  the  traditional  minimum;  also,  all  of  the 
people  above  20  who  are  currently  looking  for  work. 

If  two  people  apply  for  the  same  job  and  one  of  them  is  a 
teenager,  the  employer  has  a  strong  incentive  to  take  on  the 
youngster,  which  of  course  is  just  what  these  bills  are  intended  to 
do.  Perhaps  the  1,610  million  teenagers  who  are  out  of  work  will 
breathe  a  sigh  of  relief  as  they  move  to  the  front  of  the  unemploy- 
ment line,  even  if  they  have  to  sacrifice  a  decent,  or  more  accurate- 
ly, half  decent  hourly  wage  to  do  so.  What  the  more  than  6  million 
adult  men  and  women  who  are  currently  employed— many  of  them 
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heads  of  households  with  families  to  support — will  do  if  one  of 
these  proposals  passes  is  another  question. 

Then  there  are  all  of  the  people  who  change  jobs  during  the 
year.  They  too  will  face  problems  brought  on  by  these  bills  when 
they  have  to  compete  against  subminimum  teenagers.  I  am  speak- 
ing now  about  millions  of  people.  In  women's  outerwear,  the  new- 
hire  rate  in  1979  was  over  36  percent;  in  men's  work  clothing,  the 
rate  was  66  percent. 

In  the  end,  it  is  the  country  that  will  suffer.  Not  a  single  new  job 
will  have  been  created.  We  will  have  made  it  profitable  for  compa- 
nies to  hire  those  under  20  and  to  deny  hiring  those  above  20.  So, 
we  will  have  redistributed  unemployment. 

In  sum,  this  is  a  plan  to  redistribute  unemployment  and  to 
redistribute  income  from  workers  who  formerly  got  a  minimum 
wage  to  corporations  that  will  increase  their  profits.  This  is  a 
perfect  example  of  perverted  priorities. 

It  is  sometimes  argued  that  there  are  certain  jobs  in  this  country 
that  would  spring  into  being  in  response  to  a  youth  subminimum. 
We  doubt  that  there  are  any  such  jobs.  As  a  rule,  a  company  has  a 
job  opening  to  produce  a  product  or  render  a  service  in  response  to 
a  market  demand.  It  then  fills  the  job  opening  and  is  rarely  de- 
terred because  of  an  85-cent  differential  over  6  months. 

But  if  there  is  some  rare  sort  of  job  that  will  come  into  being  if  a 
youth  subminimum  were  enacted,  because  it  was  in  some  sector  of 
our  economy  that  cannot  afford  to  pay  the  minimum,  then  the  6- 
month  limitation  and  the  prohibition  on  firing  and  replacing  at  the 
end  of  6  months  would  totally  invalidate  the  argument  that  some 
subminimum  sector  of  the  economy  would  produce  new  jobs. 

Senator  Nickles.  Thank  you. 

Mr.  Chaikin.  At  the  end  of  6  months,  such  an  exotic  sector 
would  have  to  go  out  of  business. 
[The  prepared  statement  of  Mr.  Chaikin  follows:] 
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TBSTIHONY  OF  SOL  C.  CHAXKZN,  PRESIDENT 
ZMTBRNATZOmL  LADIES*  GARMENT  WORKERS*  UNION 
BEFORE  THE  LABOR  SUBCOMMITTEE 
OP  THE  SENATE  CONNITTEE  ON  LABOR  AND  HUMAN  RESOURCES  ^ 


MARCH  25,  1981 


Hy  nUM  it  Sol  C.  Chaikin  «nd  I  am  President  of  the  International  Ladies' 
Garment  Workers*  Union  with  a  iDembership  of  340,000  on  the  mainland  and  Puerto 
Rico.    I  as  here  to  present  the  views  of  my  Union  on  the  pxoposed  youth  sub- 
minimum  aaendnents  to  the  Fair  Labor  Standeu^s  Act.    Since  I  have  only  5  minutes 
in  i^ich  to  give  these  views,  I  would  like  to  include  for  the  record  a  longer 
statement  on  the  youth  submininuoi. 

These  proposals  ure  are  discussing  are  called  by  titlec  like  the  "Youth 
Opportunity  Wage  Act"  or  the  "Youth  Employment  Opportunity  Act,"  the  suggestion 
being  that  these  bills  will  benefit  the  young.    If  the  bills  were  really  named 
after  whom  they  will  benefit,  they  would  be  called  the  "McDonald's  Windfall 
Gift  Amendments." 

The  arithmetic  on  these  proposals  is  astounding.    The  McDonald's  near  the 
IL6WU  headquarters  is  open  18  hours  a  day,  363  days  a  year.    The  approximately 
12  teenagers  who  i#ork  there  at  any  given  time  would  lose,  .&s  a  result  of  a  75 
percent  youth  subminimum,  84  cents  an  hour  each.    Xn  total  wages,  that  single 
McDonald's  would  be  saving  $10.08  an  hoitr,  $181.44  a  day,  $65,862.72  a  year. 
Multiply  that  by  the  5000  McDonald's  across  the  country  Ani  you  discover  that 
the  McDonald's  Corporation  stands  to  gain  roughly  $329  million.  McDonald's 
shareholders  get  a  break #  too.    The  firm  of  Dean  Witter  estimates  that  if  a 
youth  subminimum  is  passed,  the  value  of  McDonald's  stock  will  jump  31^  a 
share. 
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Now  let  ua  suppose  that  we  pass  a  youth  sufacninimua  t^at  would  inhibit 
K'-Donald's  or  anyons  else  from  hiring  teenagers  to  fire  20-yrar-old  young 
people  and  let  us  further  suppose  chat  the  sutainlnuoi  it  limited!  to  six 
nonths.    In  such  entry-level  marrinal  jobs,  there  will  be  a  natural  turnover 
that  runs  at  least  about  30  percent  per  annum.    Applying  the  same  calculations 
we  did  before,  the  company's  cain  would  be  reduced  to  about  $80  million  s  yesr — 
still  a  tidy  sum. 

The  company  would  profit.    Who  would  suffer?    All  the  youth  below  20  years 
of  a<je,  some  of  whom  may  slresdy  have  two  or  three  years  of  experience  doing 
what  they  are  doing,  who  for  a  period  of  six  months  will  be  denied  the  tradi- 
tional minimum. 

Also,  sll  of  the  peoplft  above  20  who  are  currently  looking  for  work.  If 
two  people  apply  fo:  the  same  job  snd  one  of  them  is  a  teenager,  the  emaloyer 
has  a  strong  incentive  to  take  on  the  youngster — which,  of  course,  is  just 
what  these  bills  sre  intended  to  do.    Perhaps  the  1,610,000  teenagers  who  are 
out  of  work  will  breathe  a  sigh  of  relief  as  they  move  to  the  front  of  the 
unemployment  line,  even  if  they  have  to  sacrifice  a  decent    or,  more  accurately, 
half  decent)  hourly  wage  to  do  so.    vthat  the  more  than  six  million  adult  «en 
and  women  who  are  currently  unentployed— many  of  them  heads  of  households  with 
families  to  support — will  do  if  one  of  these  proposals  passes  is  another 
question. 

Then  there  are  all  of  the  people  who  change  jobs  during  the  yesr.  They, 
too,  will  fsce  problems  brought  on  by  these  bills  when  they  have  to  compete 
sgamst  subRiinimxim  teenagers.    I  am  speaking  now  about  millions  of  people: 
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in  v^«!^n*s  outsnraar,  the  n*w  hire  rete  in  1979  was  over  36  percent:  in 
■en's  work  cl,, thing,  the  rate  wae  66  percent. 

ir  the  end,  it  is  the  country  that  will  suffer.    Not  a  aingle  new  job 
vfxi,L  havs  been  creeted.    We  will  have  made  it  profitable  for  coinpanies  to 
hire  those  under  20  and  to  deny  hiring  those  above  20.    So  we  will  have  re- 
distributed unenploynent. 

In  sua,  this  is  a  plan  to  rsdis tribute  unemployment  and  to  redistribute 
income  from  workers  who  formerly  got  a  minimum  wage  to  coiporations  that  will 
increass  their  profits.    This  is  a  perfect  example  of  perverted  priorities. 

It  is  sooetiniss  argued  that  there  are  certain  jobs  in  this  country  that 
would  spring  into  being  in  response  to  a  youth  subioiniiaum.    We  doiU)t  that 
there  are  any  such  jobs.    As  a  rule,  a  company  has  a  job  opening  to  produce  a 
product  or  render  e  service  in  respc^se  to  a  market  demand.    It  then  fills 
the  job  opening  and  is  rarely  deterred  because  of  an  85C  <tif ferential  over 
six  months. 

But,  if  there  is  some  rare  sort  of  job  that  might  cocie  into  being  if  a 
youth  aubnlnlmun  were  enacted,  because  it  was  in  some  secl.or  of  our  economy 
that  can't  afford  to  pay  the  minimum,  then  the  six-month  ! imitation  and  the 
prohibition  on  firing  and  replacing  at  the  end  of  aix  months  would  totally 
invalidate  the  argument  that  some  submlnimum  sector  of  thu  econcncy  would 
produce  new  jobs.  At  the  end  of  six  months,  auch  an  exotic  sector  would  have 
to  go  out  of  business. 
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But  what  about  th«  " inexperienced youth  who  does  not  earn  his  or  her 
Veep  et  flrat  but  who,  after  six  ncnths.  wil).    There  nay  be  such  cases: 
but  they  have  nothing  to  do  with  age. 

A  sixty-five-year-old  man,  on  retirement,  may  wish  to  pick  up  a  few 
pennies  doing  some  \inskilled  viork,  like  running  messages.    He  is  "inexperienced" 
despite  age. 

On  the  other  hand,  there  are  IS-year-oId  youngsters  who  can  show  three  or 
four  yeers  of  experience  running  a  short  order  stand.    Thijy  are  "experienced" 
despite  age. 

Laws  are  oresently  in  force  to  allow  a  suhminimum  for  people  in  a  learner 
category.    But  to  do  it  on  an  age  basis  is  to  institutionalize  discrimination 
against  the  young—at  their  expense,  at  the  expense  of  anyone  who  loses  the 
opportunity  for  a  job,  at  the  expense  of  the  country— for  the  benefit  of 
corporations  with  high  turnover  rates  of  employment. 

The  effect  of  these  bills  is  not  to  strengthen  the  economy  of  our  country 
but  to  weaken  the  humaneness  of  our  society.    They  are  an  opening  salvo,  a 
foot  in  the  door,  the  first  step  in  e  process  that  will  e/entually  undermine 
the  entire  minimxmi  wage  law.    Today  it  is  teenagers  who  n»ed  special  exenptions. 
Who  will  it  be  tofaorrow?    Th*  20-24  year  olds?    Blacks?    ^ispanics?  Mbmen? 
Senior  citizens?    I  can  see  a  day  when  the  protections  of  the  law  would  be 
secondary,  the  exemptions  primary,  when  we  would  find  ourselves  marching 
steadily  backwards  to  the  19th  century. 

I  oppose  these  measiures  because  they  are  unscund.    I  oppose  them  because 
they  are  unworkable.    I  also  oppose  them  because  the  prospect  they  open  \xp 


353 


for  tlM  working  people  of  thia  country  is  unspeakable. 

(Attached  is  s  written  statenent  expressing  the  views  of  the  on 
the  general  subject  of  the  youth  subninimua. ) 
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TBSTIMONy  or  SOL  c.  ckaikhi,  pkbsideniv 

INTERNATIOHM.  UDIES*  GARMENT  WORXEHS*  UNION 
BEFORE  THE  LABOR  SUBCQMIITTEE 
or  THE  SENATE  CQIMITTBE  ON  LABOR  AND  HUMAN  RESOURCES 

MARCH  2S,  1981 

My  nam  is  Sol  C.  Chaikin  and  I  aa  Presidant  of  the  International  Ladies' 
GarMHt  Morkers'  Union.    I  wish  to  present  the  views  of  my  union  on  the  subject 
of  a  youth  subBiniBun. 

As  we  see  it,  there  are  two  fundamental  issues  in  dispute  in  any  discussion 
of  a  youth  subsiinimuii. 

1.  It  is  said  that  the  ninlaium  wage  causes  teenage  une^ploynent.  On  this 
%fe  disagree. 

2.  It  is  further  said  that  the  way  to  cope  with  th*»t  unei^loyaent  is 
through  a  youth  subminimum.    Again,  we  disagree. 

To  begin  with  the  matter  of  youth  unemployment,  let  me  state  at  the  outset 
that  we  in  the  llOm  are  as  appalled  by  the  disastrously  high  teenage  unei^>loy- 
ment  rates  as  anyone  in  the  country.    How  could  we  not  be?    uneinployment  of  any 
amount  and  within  any  subgroup  of  the  population  is  a  thseat  to  all  working 
people  in  the  U.S.    It  is  a  constant  drag  on  wages.    Ind«ed,  we  could  probably 
take  but  a  few  steps  down  the  hall  and  run  into  an  econoriist  who  would  say  that 
high  unemployment  is  our  most  powerful  weapon  against  ini'lation  because  it 
forces  workers  to  temper  their  wage  demands,    unions  fac«  no  greater  enemy 
than  unemployment,  and  we  are  ready  to  support  any  measure  that  would  genuinely 
serve  to  create  more  jobs.    If  we  seriously  belisved  that  a  youth  subminimum 
would  contribute  to  lowering  unemployment  among  the  young  without—and  this  is 
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.n  i«.port.nt  provi«-h.n»in9  other,  in  the  proc.«.,  „  «,uld  be  one  hundr^J 
I-rcent  behind  it.    But  r.ther  than  .olving  the  youth  une-ploy»ent  problem, 
we  believe  .  youth  .ubmini-ut,  v»uld  »erelv  .hift  the  problem  onto  others. 
It  ia  .  device  not  for  curing  unenployaent  but  for  redistributing  it. 

Arthur  Bum.,  forrier  Ch.ir»in  of  the  Federal  Re.erv. ,  has  written:  "the 
u,ie.Vloyment  of  teenager.  .„d  -omen  depend,  on  a  variety  of  factor.-certainly 
on  bu.ine..  condition,  a.  „n  a.  on  minimum  «.,e....    it  .pp.„,  whether  we 
coneider  the  unemploy»ent  rate,  of  teenager.,  or  that  of  women  that  it.  primary 
determinant,  are,  fir.t,  the  general  .tate  of  the  eco«»i  a.  indicated  by  the 
unemployment  rate  of  adult  male.,  .econd,  the  ratio  of  tl,e  mini«u»  wage  to  the 
average  in  oianufactiiring. " 

If,  following  Bum.,  we  take  the.e  two  factor,  a.  the  mo.t  .ignificant,  we 
.ee  imn»diately  that  a  youth  .ubminimun  will  do  nothing  to  help  teenager,  find 
job..    The  general  .tate  of  the  economy  i.  bad,  and  the  ,atio  of  the  minimum 
wag.  to  the  average  in  »«,ufacturing  ha.  declin«l  dramatically  .ince  the  late 
•60..     In  1968,  the  minimum  wage  wa.  53.2  percent  of  the  average  »«u£.cturi„, 
wage,  in  1979,  it  wa.  only  43.4  percent.    At  the  same  tir,e,  teenage  unemployment 
has  climbed.     In  1968,  the  teenage  unemployment  rate  was  12.7  percent,  by  1979, 
teen  unemployment  was  up  to  16.1  percent.    Where,  then,       the  reason  to  insti- 
tute a  youth  suheiininum? 

These  figures  give  u.  no  cause  to  blame  the  high  rate  of  joblessness  .mong 
ado-      - .t,  on  the  minimum  wage.    Far  from  rising  when  the  minimum  wage  is  strong, 
youth  unemployment  has  increase!  when  the  impact  of  the  wage  became  weak. 
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Or  consider  the  •noraous  differences  bettreen  white  youth  unea^loynent 
•nd  black  youth  unemployment.    While  the  figure  for  whit<s  during  the  '70s 
has  never  reached  20  psrcent  and  has  usually  been  several  percentage  points 
lower,  the  figure  for  black  teenagers  has  been  above  30  {ercent,  and  in  some 
disastrous  instances  above  40  percent.     If  the  nininum  w&ge  were  a  na3or  cause 
of  unemployment  among  the  young «  we  would  certainly  expect  the  two  groups  to 
be  much  closer  together. 

Similarly,  since  1948,  there  have  been  two  times  when  the  teenage  un- 
employment rate  reached  new  plateaus.     In  1954  it  rose  fxom  7.6  percent  to 
12.6  percent  and  never  declined  to  single  digits  again.    And  in  1970  it 
climbed  from  12.2  percent  to  15.2  percent,  signaling  the  start  of  a  dismal 
decade  for  the  young  when  the  unes^loyment  rate  never  fell  below  14  percent. 
Yet  in  neither  of  those  years  was  the  minimum  wage  law  changed.    In  1954  four 
years  had  passed  since  the  minimum  wage  was  last  increased  and  the  next  increase 
was  a  year  and  a  half  away.    The  1970  jun^  in  unemployment  came  two  years  after 
the  last  minimum  wage  hike. 

There  are  many  more  such  examples  that  could  be  citrd  here.    However,  I 
would  ask  you  to  step  back  for  a  moment  and  look  not  at  ^  he  statistics  but  at 
the  political  landscape  of  this  issue.     It  is  argued  thai,  a  youth  aubminimum 
«#ould  help  the  working  young,  especially  the  children  of  disadvantaged  minority 
and  economic  groups.    Yet  what  do  the  leaders  and  representatives  of  those 
groins  say?    Do  the  spokesmen  of  workers  support  a  youth  submmimum?  no. 
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DO  the  voice,  of  the  poor  support  a  youth  .utainimum?    No.  Is 
Vrnon  Jordan  .peaking  out  of  turn  when,  in  hi.  capacity  »  head  of  the  Urban 
League,  he  .tand.  foursquare  behind  «iriaum  wage  protections  because  he  feels 
blacks  are  helped,  not  hurt?    no.    i  think  it  is  worth  pausing  over  this  peculiar 
fact:    the  youth  suh«ini«u«  i.  offered       a  means  of  helping  th.  disadvantaged, 
yet  the  very  people  who  speak  for  those  di^idvantaged,  whD  have  devoted  their 
lives  to  assisting  the  disadvantaged,  who  have  the  fullest  understanding  of  the 
needy  and  the  greatest  comnitaent  to  their  advancement,  are  deeply  opposed  to 
the  proposal.    On  the  other  hand,  those  «>.f  ardently  in  favor  of  the  sub«inimu«- 
I  speak  of  certain  econocnists,  corporations  and  business  organizations- can  hardly 
be  .aid  to  be  the  .taunchest  representatives  of  the  unei«>loyed  young,    fheir  ded- 
ications lie  elsewhere. 

To  pursue  their  cause,  the  proponents  of  a  youth  sub«inx«um  are  forced  to 
ignore  the  «ost  in-depth  study  ever  undertaken  by  an  agency  of  the  U.S.  govern- 
»ent  on  the  subject  of  teenage  unesq?loyment,  the  Department  of  Labor's  1970 
investigation  under  then  Secretary  of  Labor  George  shultz.    That  study  was  in- 
itiated at  the  request  of  President  Richard  H.  Nixon,  who  was  himself  a  supp* 
orter  of  a  yourh  subminimuin,  so  that  it  cannot  be  accused  of  bias  against  the 
idea.    What  did  this  task  force  of  economist.,  statisticians  and  Department 
professionals  discover?    Several  things; 

It  found  that  the  minimum  wage  had  no  clear  effect  on  youth  unes^loyment. 
indeed,  in  one  instance  it  reported  that  a  25  percent  increase  in  the  minimum 


ERIC 


358 


wag*  %*ould  dccre>«e  the  un«mploy»*i.c  rate.  Shift*  in  business  conditions, 
the  task  force  »aid,  were  the  aost  inportant  factor  causing  adolescent  un- 
ea^loyMent.    Here  are  toM  of  the  conclusions: 

•  "In  general,  the  aost  ifl^rtant  factor  explaining  changes  In  teenage 
eaploynent  and  uneaployment  has  been  general  business  conditions  as  measured 
by  the  adult  unenployaent  rate.    The  role  of  other  variakdes  -Csuch  as  the 
ninimum  wage  or  the  increased  numbers  of  teenagers  in  the  work  force>  remain 
clouded  by  the  interrelationships  aiiong  them.'* 

•  "If  the  minimum  wage  increases  did  indeed  create  unei?>loy«ent  among 
youth «  the  effect  was  not  a  pronounced  one.    Even  when  the  analysis  was 
focused  on  those  subgroupa  of  young  men  who  might,  on  a  priori  grounds,  be 
expected  to  be  most  vulnerable  to  the  ii^ct  of  the  miniiium  wage,  only  a 
small  number  of  such  subgroups  showed  any  evidence  of  adversity." 

•  "On  the  basis  of  State  experience,  lower  minimum  wage  rates  for  youth 
than  for  adults  do  not  resolve  the  paradox  of  high  youth  unemployment  in  an 
inflationary  economy  characterized  by  high  wages  and  tight  labor  market*. " 

•  "A  demonstrable  relationship  exists  between  miniijum  wages  and  youth 
unemployment  rates  if  other  variables  are  excluded  from  "he  analysis,  but 

when  other  variables  such  as  population  and  school  enrol  Unent  changes  are  taken 
into  account,  the  effect  of  changes  in  the  minimum  wage  upon  teenage  unemploy- 
ment becomes  obscure." 

When  the  findings  of  the  Labor  Department  task  force  are  added  to  30 
years  of  qoverninent  experience  in  surveying  the  intact  of  the  minimum  wage 
and  the  repeated  and  consistent  statements  of  Secretaries  of  Labor,  both 
Oemorratic  and  Republican,  who  have  been  charged  with  ths  responsibility  of 
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overicaing  th«  lawr  th«  cat*  against  the  youth  submlniituin  b«coB«s  lrr«fut«bl«. 

Allow  me  to  recall  for  you  sone  of  this  longstanding «  bif 'artisan  and  ovsr- 
whelaing  tsstimony  in  support  of  the  Pair  Labor  Standardr  Act. 

I  begin  with  1950,  the  year  after  the  FLSA  was  first  improved  and  the 
niniiRum  wage  raised  to  $0.75  from  the  Depreesion-level  figure  of  $0.40. 
Reporting  on  the  effects  of  the  increase,  the  Secretary  of  Labor  under  Truman 
stated:     "Though  causing  significant  payroll  increases,  the  75-cent  rate  had 
only  very  Minor  deterainable  effects  on  employment  and  other  non-wage  variables 
in  the  five  low-wage  manufacturing  industries  surveyed." 

The  nlnlinum  wage  vent  up  again  in  1956,  and  that  year  total  eii?»loy»ent 
increased  by  1.6  million.    The  Eisenhower  Department  of  l,abor  surveyed  seven 
Icjw-wage  areas  to  determine  the  effects  of  the  wage  rise,  and  reported:  "Pew 
employers  in  subject  industries  indicated  that  they  found  it  necessary  to  dis- 
charge workers  in  adjusting  to  the  higher  federal  minimum." 

In  1961,  the  minimum  wage  went  up  again,  and  coveracre  was  extended.  Once 
more,  emtployment  increased,  and  once  more  a  Secretary  of  Labor*  this  time  under 
John  P.  Kennedy,  reported  no  eignificant  unemployment  efiect;    "The  1961  mini- 
mum wage  increase  had  no  discernible  effect  on  the  nation-wide  level  of  en^loy- 
ment  in  the  industries  affected.    On  an  overall  basis  emi»loyment  has  risen  m 
these  Industries  since  the  1961  amendments  tork  effect." 

Five  years  later,  Lyndon  Johnson's  Secretary  of  Labor  surveyed  the  effects 
of  changes  in  the  law  and  concluded:     "The  record  is  that  following  thp  original 
establishment  of  the  40  cent  hourly  rate  in  1938,  after  jt  was  set  at  25  cents 
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in  1938,  30  cent*  in  1939,  40  cant*  in  1944 »  to  $1  in  1956,  enploypent  in  the 
United  State*    alway*  went  up."    What  is  more,  he  found  that  e^loyment  "usually 
went  up  more  In  the  lower  P*id  occupations  most  directly  affected  by  the  sta- 
tutory requirestent  than  in  other  occupations."    The  conclasion  was  unequivocal: 
"There  is  clearly  no  evidence  in  the  28  years  of  experience  of  unemployment 
resulting  from  statutory  minimijm  wage  rate  increases." 

The  substance  of  the  Secretary  of  Labor  reports  changed  not  one  whit  after 
Richard  M.  Mixon  became  president.    In  1970,  when  George  shultz  was  h^ad  of  the 
Labor  Department,  he  reported:    "Baployment  rose  in  all  major  non-agricultural 
industry  divisions  in  the  12-month  period  bettraen  September  1968  and  September 
1969.    In  the  retail,  services  and  state  and  local  government  sectors — where 
the  minimum  wage  had  its  greatest  impact  in  1969,  since  only  newly  covered 
workers  were  slated  for  federal  minimum  wage  increases— employment  rose  sub- 
stantially. 

The  Department  of  Labor's  in-depth  examination  of  youth  unemployment  was 
published  at  this  time  and  was  reflected  in  the  1971  report  of  a  new  Secretary 
of  Labor:  "A  comprehensive  study  of  the  relationship  between  youth  unemployment 
and  minimum  wag^s. . .provides  information  useful  in  evaluating  the  teenage  un- 
employment problem.  A  significant  finding  was  that  it  was  difficult  to  prove 
any  direct  relationship  between  minimum  wages  And  employment  effects  on  young 
%#orkers. " 

The  1971  report  also  commented  on  recent  conditions:    "Although  the  economic 
indicators  just  noted  increased  at  a  fairly  rapid  rate  in  the  year  in  which  the 
federal  minimum  wage  for  the  newly  covered  group  was  raised  15  cents,  it  is 
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•ignificant  that  employnent  in  retail  trade  and  services— the  industries  where 
the  newly  covered  group  is  largely  concentrated  and  hence  most  likely  to  mani- 
fest some  impact  from  the  wage  increase— fared  better  than  industries  unaffected 
by  the  statutory  escalation  in  the  minimum  wage."    The  Secretary  concluded: 
"In  \iew  of  overall  economic  trends,  it  is  doubtful  whether  changes  in  the 
minimum  had  any  substantial  impact  on  wage,  price  or  employment  trends.  Of 
much  greater  significance,  however,  is  the  fact  that  the  15-cent  boost  did 
help  2  million  workers  recover  some  of  the  purchasing  power  eroded  by  the 
steady  upward  movement  of  prices  which  had  started  even  before  the  enacUoent 
of  the  1966  amendments." 

1972?    The  same  story.     "On  balance,  the  wage  increases  granted  to  1.6 
million  workers  to  n»et  the  SI. 60  minimum  wage  standard  had  no  discernible 
adverse  effect  on  overall  wage  or  price  trends." 

Thm  year  1974,  which  saw  major  changes  in  the  minimum  wage  law,  was  com- 
plicated by  the  onset  of  deep  recession.    Nonetheless,  Gerald  Ford's  Secretary 
of  Labor  reported  in  1975  that  "the  higher  teenage  unemployment  rate  from  1970 
through  1974  was  associated  more  with  a  higher  level  of  overall  unemployment 
in  the  economy  than  with  a  widening  gap  between  teenage  and  overall  unemployment," 
As  for  the  sectors  affected  by  the  FX^SA,  "the  lo%#-wage  manufacturing  industries 
registered  large  April  to  June  increases  in  hourly  earnings  and  average  waekly 
hours  in  1974  -(when  the  new  minimum  became  effective}  emd  modest  increases  In 
employment  relative  to  prior  years,"    Moreover,  "since  the  South  is  the  region 
in  which  the  impact  of  the  Federal  minimum  wage  is  generally  the  largest,  it  is 
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frequently  the  focal  point  of  research  on  minljQun  wage  effects.    Relative  to 
other  regions,  however,  the  South  showed  no  unusual  change  in  totel  nonagri- 
cultural  eeiploynent  during  the  epring  of  1974,  when  the  new  Pederel  minimum 
became  effective." 

Pinellyf  Jisny  Carter's  Secretary  of  Labor  has  followed  the  tradition  of 
those  before  him — and  in  1979  sunmed  up  the  status  of  the  minimum  wage:  "Over 
these  past  40  years,  the  concept  as  well  as  the  fact  of  a  Federal  minimum  wage 
has  frequently  generated  much  controversy,  both  in  e  political  and  econoodc 
sense.    I  believe  the  minimum  wage  represents  a  legitimate  responsibility  of 
the  government  in  addressing  the  needs  of  largely  unaffiliated  workers  who  are 
not  in  s  position  to  bargain  for  themselves.    Minimum  waqe  issues,  however,  are 
egam  moving  to  the  forefront  in  relation  to  the  inflationary  pressures  our 
economy  is  experiencing.    This  is  indicated  by  suggestions  that  the  nuniraum 
wage  increases  provided  by  the  1977  amendments  should  be  deleyed  or  that  a 
special  subminimum  wage  rate  for  youth  should  be  instituted.    The  $3.10  mini* 
Slum  effective  January  1,  1980,  is  an  increase  of  only  6.M  percent  over  the 
present  $2.90  minimum,  and  the  $3.35  minimum,  effective  <m<»  year  later f  is  en 
increase  of  8.1  percent  over  the  $3.10  minimum.    This  Adriinistration  has  decided 
that  workers  earning  less  than  $4.00  an  hour  should  not  tie  asked  to  shoulder  an 
unfair  burden  of  the  fight  against  inflation,  and  has  provided  an  exemption  for 
such  workers  in  the  anti-inflation  program.    I  am  also  opposed  to  a  youth  sub- 
minimum  because,  rather  than  alleviating  the  overall  level  of  unemployment #  it 
,  *#ould  result  in  the  substitution  of  adult  unemployment  including  working  mothers. 
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fcmala  haads  of  housaholdt,  and  unskilled  minority  workers  for  youth  unemploy- 
ment*   The  wey  to  in^rove  the  cepabilities  of  our  young  w>rkerA  it  to  provide 
proper  training  for  better  paying  jobs  ** 

I  ask  you  nowt    should  we  disregard  all  of  this  testimony?    should  we 
decide  that  the  miniimin  wege  ceuses  unemployment  even  whei  the  hard  empirical 
evidence  Is  all  to  the  contrary?    should  we  institute  a  proposal  that  has  the 
potentiel  to  undermine  the  livelihoods  of  millions  of  people  wholly  dependent 
on  the  present  miniimim  wage?    I  want  to  talk  specifically  about  the  possible 
damage  to  those  people,  but  before  I  do,  I  think  it  is  important  to  examine 
one  more  study  on  the  youth  subminimum*  one  that  R^y  have  had  em  undue  influence 
on  this  discussion.    I  refer  to  a  study  entitled  **Youth  and  Minority  Unemploy- 
ment** by  Profeesor  Walter  E.  Williams  that  was  done  for  the  Republican  members 
of  the  Joint  Economic  Committee  in  1977. 

Williams  is  e  etrong  proponent  of  a  youth  subminimum.     In  his  study,  he 
attempted  ^o  trace  the  impact  of  the  mx:  'mum  wage  on  teenage  unemployment  by  a 
deceptively  simple  method:    he  examined  the  ratio  of  teenage  to  adult  unemploy- 
ment from  1948  to  1976  and  concluded  that  **with  increases  in  the  Federal  mini- 
mum wage  the  teenage  unemployment  rate  relative  to  adult  unemployment  usually 
rises«  i.  e.,  the  ratio  increased  (with  the  exception  of  1956,  1968  and  1973). 
In  eech  year,  except  1956,  1968  and  1973,  adult  unemployntent  declined  relative 
to  that  of  teenagers  following  an  Increase    in  the  Federal  minimum."    Thus,  he 
concludes  that  minimum  wage  increases  place  disproportionate  burdens  on  the 
young.    This  eeems  to  contradict  the  consistent  findings  of  the  Department  of 
Labor. 
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Yet  If  w,  look  closely,  «,  ,ee  that  William,  i,  Beasaring  not  the  effect 
Of  the  minim™  wage  on  teenage  or  general  unemployment,  but  on  .omethin,  quite 
different,  the  reUtionsnip  between  teen  and  adult  unemployment.    By  thi.  measure, 
even  It  teen  and  adult  unemploymt.  -.  both  fall  following  a  minimum  wage  rise  so 
that  both  groups  benefit  but  adult  unemployment  fall*  faster,  the  relationship 
between  «en  and  adult  unemployment  will  get  «,rse.     Surely,  it  is  wrong  to 
suggest  th»    .ndition  of  teenage  «,rkers  is  worsening  when  their  unemployment 
rate  may  be  falling. 

In  fact,  there  is  a  relationship  between  the  minimun,  wage  and  teen  unemploy- 
ment, and  it  can  be  di,cove.-ed  by  looking  directly  at  the  impact  of  one  on  the 
other.    From  1948  to  1980,  there  have  been  12  improvements  in  the  minimum  wage. 
If  one  compares  ►he  teenage  uner-oloyment  rate  fcr  the  12- month  period  following 
each  of  tl,ese  .ncreases  with  f     same  rate  for  the  prior  year,  the  results  con- 
flict wholly  with  th.  views  of  the  proponents  of  a  subminimu,:    in  seven  out  of 
12  ccparisons,  teenage  unemployment  declined  following   increases  in  the  mini- 
mum.    Three  of  the  five  years  in  which  teen  unemployment  rose-lo-.  ^;75 
1980-were  years  when  general  business  conditions  were  p.x>r.     m  1963  a.,d  1967," 
the  remaining  years  when  teenage  unemployment  increased,  the  economy  grew  at  a 
lesser  rate  than  in  either  previous  ye.r.    These  findings  substantiate  the  con- 
clusior,  of  th.  Nixon/Shultz  task  force  which  found  overall  business  conditions 
to  oe  the  primary  cause  of  youth  unemployment. 

I  said  ac  the  start  that  tnere  were  two  issues  raised  t;-  the  subminimum 
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pioposal— the  first  was  th<  impact  of  the  minimum  wage  on  employment,  the 
••cond  was  whether  a  subminimum  will  solve  the  problem  of  high  youth  unemploy- 
ment,   I  declared  earlier  that  a  aiitminjjnum  was  not  the  way  to  deal  w^th  teen- 
age joblessness,  but  dc  not  be  misled:     T  have  no  doubt  that  if  wo  concentrated 
our  efforts  on  nothing  but  jobs  for  the  young,  we  could  SDlve  the  problem 
overnight.    We  could  eliminate  the  minimum  wage  for  everyone  under  20  and  raise 
the  minimum  wage  for  everyone  else  to  $10  an  hour.     1  can  guarantee  you  that  no 
Voung  person  would  th-    have  troui>ie  finding  a  job  because  employers  would  be 
eager  to  substitute  them  for  higher  priced  adult  workers.    For  the  same  reason, 
I  have  no  doubt  that  in  the  short  rvin  at  least  more  teenagers  will  find  work 
than  are  currently  employed  If  a  youth  subminimum  is  instituted.     The  key 
question,  however ^  is  how  many  adults  will  be  displaced  to  make  rcom  for  the 
lower-wage  teens.     Ray  Marshall,  for  one,  has  stated  that  "there  is  no  evidence 
that  adults  are  either  more  or  less  productive  than  youn?  people,  and,  if 
employers  can  hire  younger  persons  at  lower  wages  than  older  persons  would  have 
to  be  paid,  they  would  do  so.     The  self-defeating  results  of  such  actions  are 
obvious. " 

Not  surprisingly,  the  proponents  of  a  subminimum  shj  away  from  addressing 
this  problem.     They  may  be  quite  adept  at  explaining  what  is  good  about  their 
proposal,  but  they  are  much  l^iss  articulate  when  it  comes  to  describing  what 
is  bad  about  It.    They  can  construct  all  kinds  of  theoretical  models  to  show 
how  many  teenagers  are  supposedly  throw  out  of  work  by  the  minimum  wage,  but 
where  are  the  models  showing  how  many  adults  would  be  t hi own  out  of  work  by  a 
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■ubminimum  wage->  At  mo«t,  an  acknowlfedgeraent  that  thara  would  be  substitution 
is  hinced  at. 

Thus,  Edward  Gramlich  an  influential  supporter  of  a  suboiinimuo  has  said: 
"It  leems  ^^rainantly  feasible  to  introduce  <a  subminiinum>  gradually,  monitoring 
the  internal  substitution  and  stopping  when  and  if  adult  displacement  becomes 
too  great."     (i  %«)nder  what  he  means  by  "too  great.") 

An('  Walter  Williams  has  stated:     "AH  things  being  equal,  if  a  company  has 
to  pay  the  minimum  wage  for  a  30b,  it  will  prefer  an  adult  with  job  experience 
to  a  teenager  without  experience.    A  subininimum  wage  would  even  the  scales 
somewhat." 

As  a  spokesman  for  working  people,  as  a  lifelong  trcde  unionist,  and  as 
an  American  citizen  concerned  about  the  welfare  of  my  coiJitry,  i  utterly  reject 
this  kind  of  approach.    To  think  of  trading  adult  unenplcyment  off  against  teen 
unemployment  is  to  think  no  longer  of  people,  of  flesh-ai.d-blood  human  beings, 
but  merely  of  numbers.     By  no  means  can  adults  be  so  simj)iy  equated  with  ado- 
lescents.   HOW  many  adults  forced  out  of  work  by  a  youth  sabminiraum  aje  heads 
of  families?    H7-y  many  are  the  sole  breadwinners  in  then  households?    How  many 
would  be  forced  on  walfare?    How  many  of  the  teenagers  who  would  get  the  jcbs 
are  from  families  in  need?    How  many  from  middle-class  families?    How  man/  ate 
white  and  how  many  are  black?    No  one  knows  the  answers  1.0  these  questions,  but 
we  do  know  one  thing  for  certain:     the  potential  damage  ••rom  a  subminimum  to 
adult  workers  now  employed  at  low  wages  is  enormous.    Knowing  this,  I  cannot 
sit  by  without  expressing  my  opposition  to  any  subminimuia  proposal. 

At  the  present  time,  about  five  milliun  workers  in  ^he  United  States 
earn  the  minimum  wage.     Many,  m^ny  millions  more  are  cov^jred  by  the  minimum 
wage  law,  but  approximately  five  million  of  those  who  ar,?  covered  actually 
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tfork  at  the  minimuni,  and  depend  upon  th«  law.    Since  most  of  these  people  do 
not  belong  to  unions,  the  law  is  the  only  protection  they  have. 

Other  low-wage  workers  are  only  slightly  above  the  Dinlauffi.  Altogether, 
one- fourth  of  the  labor  force,  over  25  asillion  people  are  at  or  near  the  mini- 
mum  w«t?e  level.    Only  30  percent  of  tht:se  ar3  teenagers,-  the  rest  are  *dulis— 
20  percent  men,  50  percent  women.    About  one-quarter,  seven  and  a  hslf  million, 
are  heads  of  households.     These  are  the  people  who  are  threatened  by  a  youth 
subminimum.  These  are  the  people  I  am  speaking  for. 

But  I  am  speaking  for  the  teenagers,  too,  those  who  would  have  to  take 
an  xmrnodiate  drop  in  pay  at  a  tune  when  inflation  is  raging  and  everyone  else's 
wages  are  going  up.    Many  of  them — once  again,  no  one  knows  how  many — make 
criticially  important  contributions  to  their  families'  incomes.    They,  and  their 
familitis,  will  simply  have  to  suffer  the  drop  and  find  ways  to  make  do  with  less 
out  of  what  is  already  too  little. 

Others  will  have  a  choice  available  to  them:    they  can  decide  to  stay  at 
their  3obs,  doing  the  same  work  but  earning  less  money,  cr  they  can  choose  to 
take  their  chances  "on  the  street.^'    According  to  the  Ne».  York  Times ,  an  average 
mugger  can  make  $200  a  night,  tax  free,  in  what  might  be  called  a  relatively 
low-risk  joh.     That  kind  of  choice  is  much  more  a  possibility  to  a  teenager 
than  to  an  adult,  but  is  a  cost  that  should  be  calculated  when  we  try  to  assess 
the  damage  from  a  youth  subminimum.     More  jobs  might  be  available  to  teenagers 
at  lower  Pay.     How  many  of  them  would  decide  there  were  better  opportunities 
-elsewhere? 
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One  of  the  main  problems  we  have  with  teenagers  frori  low- income  familie* 
13  how  to  lure  them  into  the  workforce  and  steady  employiient  and  away  from  the 
temptations  they  tee  around  them  every  day.    A  subramimum  moves  us  in  the 
opposite  direction,  discouraging  some  teenagers  from  the  start,  setting  up  a 
revolving  door  for  others  who  will  be  hired  at  the  lower  wage  and  fired  when 
they  reach  twenty.    They  will  be  gxven  ^obs  that  have  beitn  segregated  off  as 
dead-end,  no-advancement  slots,  work  that  is  assigned  with  the  full  expectation 
that  when  the  worker  reaches  the  retirement  age  of  20,  someone  else  will  be 
commq  along  to  fill  the  place. 

Lower  wages  are  no  solution  to  teenage  unemployment      But,  fortunately, 
alternatives  do  exist,  alternatives  that  do  not  require  \is  to  make  a  choice 
between  jobs  for  teenagers  and  jobs  for  adults.    The  key    as  so  many  studies 
tell  us,  is  to  accelerate  the  general  level  of  business  activity,  in  particular 
the  small  business  sector  where  so  many  teenagers  and  otlior  low-income  people 
find  work.    One  st^p  is  to  bring  down  interest  rates  for  small  business,  in 
addition,  low- interest  loan  guarantees  targeted  to  small  business  would  help 
the  job-creating  sector  of  the  economy  to  grow.    And  if  t-hose  guarantees  were 
targeted  to  inner  cities,  they  %#ould  be  especially  %#orthvhile. 

But  no  less  important  is  the  need  for  government-funded  tr ^.iing  pro- 
grams i^ear-d  to  the  special  needs  of  younger  workers-    Thes  -   >•   7r,^s  should 
Include  basic  academic  skills  such  as  reading  and  arithm^**^!  ,  hut  should 
emphasize  vocational  education.     Such  training  would  increase  the  producti- 
vity of  youn^  workers,  making  them  more  attractive  to  employers.  Ttainmg 
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should  be  targeted  to  industriee  with  growing  enployment  reeds. 

Moreover,  the  cost  of  luch  training  and  low- interest  loan  guarantees 
w>uld  be  jnore  than  offset  by  the  effects  of  such  programs.    The  expansion  in 
the  small  business  sector,  which  would  be  made  possible,  would  increase  tax 
revenues  at  the  Federal,  state  and  local  levels.    The  elimination  of  the  in- 
centive to  lay  off  adult  ««orkers  would  save  the  expendituie  for  unen^^loyinent 
azvd  welfare  benefits  that  experienced  adult  workers  are  entitled  to.  Train- 
ing would  provide  teenagers  with  skills  which  wuld  allow  them  to  be  employed 
more  steadily  and  at  better  wages.    This,  m  turn,  would  increase  their  con- 
tributions ea  taxpayers. 

The  net  result  of  thia  approach  would  be  to  strengthi-n  the  small  business 
sector  whix^  providing  young  workers  with  career  skills  and  a  better  opportunity 
for  well-paid,  steady  eaployment.    A  youth  subninimum,  on  the  other  hand,  would 
lead  teenagers  to  learn  only  thoae  skills  associated  with  subminimum  jobs. 
After  thrae  and  a  half  years  of  sweeping  floors  at  subinin:tnum  pay,  a  teenager 
would  be  sent  out  into  the  world  with  no  reason  for  hope  and  no  expectation  for 
betterment.    Surely  we  can  do  better  than  that. 
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Senator  Nickles  Thank  you  very  much. 

Our  next  guest  is  Althea  Simmons,  and  your  home  is  in  Wash- 
ington'^ 

Ms  Simmons  I  am  the  chief  lobbyist  for  the  NAACP 

Senator  Nickles  Very  good  We  appreciate  your  testimony, 
thank  you  very  much 

Ms.  Simmons  Thank  you  so  much,  Mr.  Chairman,  for  allowing 
us  to  testify.  I  am  Althea  T.  L.  Simmons,  the  director  of  the 
Washington  Bureau  of  the  NAACP 

I  appear  here  today  on  behalf  of  the  more  than  half  million 
members  in  our  1,8(H)  local  communities,  and  some  <iO()  youth  and 
college  chapters  across  the  country,  where  we  have  more  than 
:)00,()()0  members. 

The  economic  report  of  the  President  for  1980  showed  that  the 
black  unemployment  rate  was  118  percent,  compared  to  5.1  per- 
cent for  the  Nation,  with  black  youth  unemployment  at  36.1  per- 
cent. The  median  income  for  black  families,  which  had  risen  to  62 
percent  of  that  of  whites  in  1975,  decreased  to  57  percent  in  1979, 
and  the  gap  is  widening. 

If  the  1979  black  unemployment  rate  were  reduced  to  the  5.1 
percent  rate  experienced  by  whites,  677,000  jobs  for  blacks  would 
have  been  added.  Blacks,  as  a  proportion  of  their  own  population, 
are  more  likely  to  be  working  at  or  below  the  minimum  wage, 
despite  the  fact  that  three-quarters  of  all  low-wage  workers  are 
white.  Nearly  one  out  of  every  five  blacks  work  for  $3.10  per  hour 
or  less. 

Black  teenagers  have  fallen  behind  their  white  counterparts  in 
private  employment  A  16-  to  17-year-old  male  in  1954  had  the 
same  probability  of  being  employed  as  a  white  youth  of  the  same 
age  However,  that  has  deteriorated  in  1979  to  only  45  percent 

Mr.  Chairman,  a  subminimum  wage  would  provide  black  youth 
an  opportunity  to  be  further  discriminated  against.  The  NAACP 
does  not  believe  that  youth,  the  target  of  the  wage  differential, 
employed  at  a  subminimum  wage  will  receive  the  kind  of  skill  and/ 
or  training  to  prepare  them  for  upward  mobility  or  permanent  job 
opportunity.  The  bulk  of  such  jobs  will  be  in  industries  where 
minimal  training  is  offered  and  minimal  skill  is  required. 

The  subminimum  wage  would  have  a  disparate  impact  on  black 
youth  Black  youth  right  now  suffer  from  racial  discrimination  in 
the  work  force.  They  would  have  a  reduced  chance  of  being  hired 
inasmuch  as  business  and  industry  is  moving  to  the  suburbs.  That 
would  be  compounded  by  the  fact  that  the  lowered  wage  would 
result  in  decreased  purchasing  power  and  a  lower  standard  of 
living,  which  runs  counter  to  the  legislative  intent  of  the  Fair 
Labor  Standards  Act,  which  calls  for  a  wage  consistent  with  a 
minimum  standard  of  living  for  all  workers. 

One  out  of  five  blacks  work  at  the  minimum  wage,  and  many 
black  teenagers  who  find  employment  must  use  their  earnings  to 
help  supplement  the  basic  family  income  of  low-wage-earning  par- 
ents The  post-war  teenage  boom  has  glutted  the  market,  and  this 
is  exacerbated  by  the  fact  that  many  youths  are  dropouts  or  push- 
outs  from  the  school  system  The  price  of  a  quart  of  milk,  a  loaf  of 
bread,  or  a  pair  of  olue  jeans  is  the  same  whether  the  purchaser  is 
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unemployed,  a  teenager,  a  low-wage-earn ihk  adult,  or  a  part  of 
middle  management  a  j^^n  ui 

,1'hairman,  we  believe  that  there  is  no  evidence  that  blacks 
and  other  minority  youth  would  be  the  beneficiaries  of  a  wage 
differential,  since  there  is  rampant  discrimination  on  the  basis  of 
countfy  patterns  even  in  the  fast  food  industry  in  this 

.J.iT  ^T^u^^'L^  the  most  to  gain,  we  believe,  is  the  employer  who 
could  make  high  profits  as  a  result  of  cheap  labor.  We  submit  that 
tne  enthusiasm  to  enact  subminimum  wage  legislation  is  a  forerun- 

minil.      ""P*^  f"*"''^'  ^  b^''^^'''  to  do  away  with  the 

minimum  wage. 

Blacks  know  what  it  is  like  to  be  exploited,  to  be  unhired,  and  to 
be  denied  opportunity  You  have  heard  persons  testify  with  refer- 

t"hn  1^1        i  . "[I',"'?'""'  "^""^^     ^'""'^^  Fo'-  those  persons 

who  believe  that  black  teenagers  work  for  pin  money  or  pocket 
change,  we  suggest  as  a  demonstration  that  thev  just  "walk  a  mile 
in  the  shoes   of  the  have-nots  who  must  make"everv  penny  count 
in  order  to  survive  " 
(The  prepared  statement  of  Ms  Simmons  follows  ! 
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^1  AiL'n  NT  or 
AI  riil  \  1  ,   I  .  bIMMUNS 

NATIO'.AL  A'^.->OC  I \I  lOS   hOH   Hli.   \ljVA\LiMfM  fjh  ( 01  OtH)  PKOPLL 

Mr.  Chaitsnan  ^nJ  niembiTs  of  thi  on- f  t  tt't- ,   I        Alrhca  T.  L.  Sirnir<ms« 

Dircn  tor  of  tf.»-  Udslun^tcm  Burt  ,nj  of  the  N'.itionril  Assoc  lat  inn  for  the  At^v.tnr  cnnt 
of  Colore'}  P".jp}f      The  SAACP  dpprtLidCes  bt-inj'  .Tftorded  this  oppurtunity  to  be 
hpq  rd  . 

I  ipr«  ar  b«  re  ti.'Li'.  ..n  »'.>».ilf         r -  >re  !  800   1(mj1  br-in^  lfi_'_ «   ^  "^t 

^00  \.)iitA  ^rid  culKee  cVipttrs  niicj    it  -t.ile    md  .iren  ionf»r<-nce^  of   tht  NAAt  f 
and  mtllins  o*"  othtrs   jn  ;"t'  bl.icK  c o--ntjn  1 1 wbo  »  ive  j  vit.il   inttrtsl   in  tbp 
*.uh]«ft.;  -nttor  of  tht'se  'riLirini^'.. 

As  tnt-<yf  Se,irin?>.  .irv   in  ,'r>'^'r»ss«  bUui'  A-^^-ri.  ms  who  ,ire  n.it_^|}l.i . or 
m,ir^n.illv  cirn  loved  ;irf  .<■<,,!]  v    wire  .>f  the  -lu.!  i  a;^-*     tu-ij^ijl  ^-cononic  wstc-' 
in  Mfjr  rn>,ntrv  bt_t  f  thi   ?r(winr  >1 1  ,>  ri  p,int  .   ''_tut'en  tht-  .r-«'ra,'<'        oT.e  of 

blicKS  w'lttes 

TU    r-*HO  trmoni.    K*    Tt  of  tht   Prt'.idtnt   ^  '  ^'-.I'i  t  hv'  hl^cK  uremji  lu%~i. 'it  rate 
to  he  11  3  ptnent         <f'"i,iart;!  la  b.l  PHrmt   ^'ir  r -.v   n^tum.  with  black  ^outh 
(jnenploment         iO  ju-rte^u     b>s      The  medi.Tn  inronf    f..r  black  f  mil  les,  which  bad 
riaen  t(j  62  {if'tteiit  >it    tnjt        wmtfs  m   i'^/'j  <1fcr»')'el  to  ^/  percent  m  1979 
and  the  tnp  is  wfHenln?       T^-p  ni.mi>er  ot  bl;it_k  *"  inili*'.  In  poverty  in  1970  was 
30.  V  ;«  r^ent  -  r-vrr    I .  ^>  r  i-f      t  {♦«    'nt.»'n».iKe  r>f  vhjt»-s  Uerre-it  hl^ik 

Americans  hiv.-  Ifu  oirif  s  i.nri,_<r  SlO.'iOO  .is  conparrd  wif'.   18  piTrent  nf  wMte  f.nilics 

frouth   IS   1  nrrt's,ir.     .-nhrioT   i^^r  the  ft       >   i-    well-hen^'  o*"   blici^s  m 
thnf   th«   »'t  fj-nf-j. np,»r(  V  t     nt    if  il-uks  Jep»  fid!,  on  ■  ^nndine  crt-nopjc  artwitv 
wbii      ;>r"vid.'s  r>or»    |.ih        T>'p   l.Jte'^t.    v.iilnbl»=   -Tjti^.tirs  ',hi'W  tlur  SUrW 
exnpl         ,n    I'l    t       ^  -Ttf.r-    ri,>ld',   f  h,in  whites  ir  p.  rixi*,  of  f'XjU'i' i^n  ^nrj  dulitv-s 
tnnri    ripjd'v  t'^in  %<^itf  •-•p]  ■■^nont    in  p^rwds  i.f   rti.-sion      fpr  fyiTjilr,  m 
rh«'  t  f'<  f  .M,  n   -If    1  « -r.   '  :  iL  f   » -vp],)',n«  nt    Uthntd  bv    i  p»_  rc  <  ni  wh  1 1  e  wh  1 1  f  f"Tl.iy- 
nnnl    !'f,.'*d  '        » I ;    1     -  £  !       i    ,  v>  Ti  f  nr       tM,'v»r'tlv«  .iurin?  t},«'  c  p.in  i^m 
«»{    1  ,,.,,5.  ..-II)-         M'     r,,       ,.„f'  }         .in?  wSitr  r  unlv  (TibU  !) 
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rABLE  I  tCO:/JMIC  G-OWrH  AND  fMPlOYMLNT 
(pL-rccnt  change  from  the  preceding  ycdr) 
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Pinrt  an  .«vtr<«Ke  d  i  f  ♦  f  r  «mi(  e  of    J    '  [Mrctnt   n  the  hl.tck  Mrienp  I  n>  nt  nt  rjte 

bt  tVf t'n  t.tf  {)t,ik',  .ind  tr-uj^hs  ot    tht    hijsjiu'-^s  {  v<.  U    -  nhoiit   JOO.UOO   )obs  for 
bldtki  fijble  2),     DtspUf  this  vjtnera'   stMtiltr  increase  in  ecunonic  growth,  tbere 
rtn-Jlns    .navt>i  i.ib  1  l   flurtiitions  du(    to  p»*i  luds  of  pa  r  t  ic  ti  lar  1  v  fdst   growth  and 
pt»rl<'ds  of  sidw  ^r.Jwth  {»r  of  an  .i<ttnJ  d^'clint*  in  output       These  business  cycles 

t(»r  t'iJ<-H  \«f..i  jrt'  not        1.    t«>  proviU  t'n'tr-eJvts  c1  l   t"  un  J  v '>  id<ib  1  c  m- 

idvtrtt'-''   unt  fip  1  i^vTren  t 

in  1  '♦j^.  u  the  end  '>f  tht,  hinv'cst  pt-rlod  of  tr'^>nfi"5jc  jirowth*  hi  ick  unfnplo*- 
tif       *  I'    reductd  to  pr-rtt-nt  whic'.  <-Js  hip.ht  r  t?Mn  L>ic   6  1   perr*fnt  untmplov- 

K'v.i  Titf        whitL's  during   the  pm^w.^.s  rerestion  o*'   1958.     If  tht!  l')7'^  blatk 
tint 'If)  !.»%-<.  nt   ratf  were  re  ciurtMl  to  the   j  }\  rate  t /pt  r  i  enced  by  whites*  '^77,000 
I  >hj»  f-^r  hlirks  would  hd.e  been  idded       Tf}»^se  statibtlcs   serve   to  truphasi^c 
<jn<>tht  r  point  -  ih.it  e/un  when  hi^h  le\fls  i»{   economic  growth  art  attained,  j'di- 
tion^l  tfforts  n;.jst  D*'  "lad*-  so  th.it  blacKs  can  fuUv  participate  in  the  bene^'its 
<»f  s.jch  trowth. 

Blick'^  as  a  prf-portlon  nf   their  uwn  populatUMi  are  more  likely  to  be  working 
at  or  ,)«-li'W  rh*   minimiim  wa^e  despite  the  f  .k  t   th  it  thr<  e-quarters  of  all   low  wape 
vor^fr^  ,ir*-  white.     ^^arlv    1  out  of  everv  5  bl.ick';  wurk  for  $3.10  an  buur  or 
les> 

BlirK  *»tni/ers  nav(_   rTpi.'l.   talltti  ntninrl  ttit'ir  whitt-  '  o tin 1 1  r pa r t s  in 
p-^i^att  t"^,jl..  ,-"t  nt  .     A  16  to   17  vt-ar-nld  na  I  e  in  l^ij^  had   t'lt  s  jpo  probabilitv 
t'f  '*-in^  •-p'_\«  i    i_v    \  whltt      oiith         th*    s  jmi*   tch,   hnwoxer.   th.Jt  prohjhjlit/ 
r..is  'ttiiiiv  d't'rioited   to  nnl*    « ^'  p»*ri  fnt    in   I'^/O       ^  ■'  t*  ssed   mother  wav , 
whit«    Ih  ro         .'-ar  o'd  mlfs  ^  iv*    betn  able  tc   in<  rtMSt   t  ht  i  r  tnp]ov:T,ent  f  roTi 
'«n.S  ,»ri»*jt  (>•   fhfir    i,>i    .TL.'.p  m   i^bU  to  '*h  ]   r-trient   ir  I"*/*"  while  b  licks' 
♦  "pi", -in:  d»  .  li"*'!   '  r:<n   ^Q  '*  p>  r  unt   to  T/."  p-  r(  *  *U    >v<  r   th».  <..irie  pi'-iod. 
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Table  2:  Unemployment  and  Poverty 
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Sc^'-ces:  jnerrployrent  rates  are  ^ror,  Econgmc  Report  of  tne  Prest^ignt,  1980. 
rovefty  'nforTation  is  fron  The  Soc^.a!  and  Economic  Status  of~l*^e  Black  Popu- 
lation.  Bureau  of  tne  Census,  1979,  and  r-^cords  of  the  Department  of  Census. 

^rcpdr^6  by  the  Economic  Analysis  Unit.  NAACP.  n/l'3/P,n 
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A  biarV  tttn.iMr',  p.  ..t   .      !  .n^-.t  ,it   [»r<.s,,^tts   i,  ..ndouhudlv  <i  <  .ml  r  lb.it  iriK 
t^.  cor  iu  the  dii1niif>'   1  ihor  torce  ,>  frt  i<  iput  i  i,  r^tLS  (which  arc  vxpr^  ssc-i 
as  d  frJrnun  of  thn^e  scokiriK  Wi^rk)  tor  bKick  tttiMKcrs  while  the  participation 
rates  tor  whit^  n.-m.^rs  is  y-r.-wiPK      The  whjt.    16  to  1/  v«-ar  old  unemployn^ut 
r.itf  hai.  mrr.  ised,   fio-..vL-r,   thit  rany  nc.C  b,id  as  it  beumi,  at  tirst  blush. 

t>t^.jns»    i     r.^rt  of   t!  It    inrr»M  ,1.  sCums  fron  tU  r,i.,}lthv  process  atlr.ntinj. 
•^cn  u  It*   y..'itl's   into  tri   r.jrKtt  as  ^lu^wn  by  thtir   r.rowinK  p,i  r  1 1.  i  pjL  ion  r.itc 
On  th^  .>thtr  hTnd.   th»>  oiiCK  .intmp  iovmc  nt   r^te   is  w.)rse  than  IC  dppears  because 
it    1^  ri,inr,   in  r'le  f  !■  u  oT  d»^tHnin>'  par  t  it  i  pn  t  lOp  and  fur  that  reason  under- 
st.itet  rh\   e<tt.nL   of  unenp ! i)vti«  nt 

I-  lo  1^1  voar  old  ti'i-nav^ers  h.ive  .^  smlar  f<perience.     Their  emplo-vment 
pr.-^ne..t^  (hlack)   h.ive  dwindled  smre   19SA,  wher  8";  nuire  bldtk  than  white  18 
to   H  old  voiitfis  ve  rc  workinp,  until   tl,e\  are  onlv  bZ  percent  of  a  white 

vi  -itti-v  changes  of  fmp  1  ov'nen'' 

Mr.  Chairraan.   it   is  the  N/UCP's  position  that   the  econonic   improvement  of 
blacks  depend  on  expanding  economic  artlvitv  which  provides,  more  jobs  at  decent 
wa.'os      Tlie  problemis  of  the  poor  dnd  near  pour   (many  of  whom  are  black)   is  that 
tbf  o.sts  thcv  incur  arc  certain  and  Inmediate  and  are  directed  at  benefits 
(;f-,i.n<_J  to  oftstr   th*   untmplovraent  bctng  Ktnerated  by  a  policy  of  Intentional 
hi^h  I.  ^  n,)If)vnent  while  the  benefits  a*  crue  in  the  future  as  a  result  of  doubtful 
supph   .ide  etonontc  assumptions  thit  iuw   jobs  will   bp  produced   from  productive 
investment  s 

P'.^  NUCP  <\'H'^  lint   hLliLve  that   vouth,  the  ostensible  tarp.et  of  the  wa^!;c 
dif  tt  rtntial  .  e-ploved  at    i  suhnnimal  wji,e  will   rereive  the  kind  of  qklU  and/or 
trdinin^  which  ,rfi  I  1   prLf>.irf»  rhera  for  upward  mob  i  H  t  v  in  the  workforce.  The 
bulk  of  su(  h   }.^hs  vill  o*'  in   industry-,  wh»  re  minimal   trsininR   is  offered  dnd 
minfnial   skill    ik  required 


ERIC 


377 


\  ..L'-innun  wouM  hiv.      .ii^pir.ito  ,^;..ut  on  bluck  vouth  Bldrk 

y«'-.t».,    ilrtuj,  .ufttrm,    from  r.u.i]  d  i     r  im  i  fwt  ion  fn  tl.t  workf..rcc,  would 
pioMbU  have  a  rt-.iutcd  <h.im.  of  bwn,;  .ir.d  inasmuch  .s  busints.  .nd  ind...try 
is  tno.in^  to  th.  suburb,      This  wou  h»  b.  conpuumi.d  hv  tb.  f.ct   t  h.n  th.  low.  r.d 
wa>.e  would  re.uU   m  d..  tt.st-d  p,.rcba.irm  power  and  a  ..ibstantial  Iv  lowered 

tb».'   It'isIiiiVL   jnttiu        till   t  Mr  Iifor 
Stanl.rl,    ui  w,.u        .11,  tor  a  ■^nu.uup  u...   con.i.u.nt  win,   i  nini-unn  srjnJu.< 
of    I  iviii^  *  It   a   '  ■..or««  rs 

"'t  blanks  wcrk  at   Ih.  mm  ,,,5<|  nanv  bia^.x  tttnuor^ 

"''^  '•■'^^    ^he.r  .  u'un.s  to  hoi,  s..,pU..„L   th.  ha.ic  famiU 

tarnin,-  ,,..r*  nl  ,     (IS    f>ost  u.r  t..n  a...  bas  .hitt.-d  ihv 

mark.r    .P'  f    ,^    ,s  e<,.r..cb,ud  b-.   th,.  i  ac  t   trar  nun   vout  ns    .to  dropout^  or  push- 
ouL.  frn.  .  ,    scK.,i   .,.t.n)       L..    pri..  of  .  ,uart  o^  nUK  a  loa=     ^  brcMo  or 
.J    -air        b'  .e     ^..,ns   i i- t    ,aP.    -bt'tb.er  t  ho  pMrLha>,.r   is  uncnsp  Ita  y>J ,  t'una>.or. 
a  lo*  w,,.'     .  Tun.'    lij'L  or    ,  p.^rL  of  niddlu  nnm.'.ent:. 

A  labor    'o'.  irtntnt   btudv  ot  utiiization  patterns  of  the  vouth  differential 
revoaled  th  it    i  -,iiorit\  of  th.    Urtnb  receiving  Lxc-mption  certificates  failed  to 
usL'    111  .>f   t^.o-       .  losf.  t^,.,^  ^,  r.    either  full,   staffed,  cuuld  not   find  vouth  to 
work  at  di-,...-,ti=;ri«d  with  the  vouth  cmphnvd  and  termina- 

ted cb*_u, 

^r     r„,i-^.,    inwj'ier   ta-  tor  t..        ..'ri-,ubt.]   is  that   thore   is  no  .viden.o 

^''^'^^   ^^"^  ''"'^   -'tn^'i   .■pn..rif    .outb  ^uuld  be   t  bo  bene  f  i  c  .a  r  irs 

^  suSti.  .         .a       -,,nrp  thor..   i.   r  in,  <t  t   d  i  sf  r  i  .i  i 'i.a  i  on  on  tb.^  ba^is  of  race 
m  hirin..     atlor..   in  ih,    ptivat.    ...tor  undor  x -u-  .wrM   t  Tlio  ^^roup  with  the 

n.oi.t   tu  '^ain  -r  in    .  vo.t  b  diffor-ntl.^    is  tb-  o-ipjover  who  rould  make  h  i  ^h  protits 

'       ''•''^  1  i.ior"      U,.  suh-nit.  '^'r     (  b  1 1  r->  m  imi  members  of  the  sub- 

^■'-inirf.t    t.it   ri.    ..t-  -   la.rr  to       Kt   suHn,  m  i ',.um  wav^e   lonblatiun  is  a  for*- 
rutmor  o-"    itr."n>t-  la  tbo  tutou    ro  do  '.itb  tb-  miniNu.n  wa^e. 
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Mr.  Chairman,  I  am  sure  that  the  persons  who  have  testified  before  me  have 

made  the  point,  that  I  will  underscore  here,  that  by  January,  1981,  the  minimum 

wage  was  worth  $1,27  an  hour  even  though  it  had  gone  up  $  .25  on  January  1  to 

S3. 35.    Economists  say  that  a  $3.75  minimum  wage  was  needed  as  of  January,  1981 

to  have  the  same  purchasing  power  as  the  February,  1967  pl.UQ  minimum  wage. 

The  current  ninimura  wage  rate  of  $3.35  is  78:?  of  the  $4,27  hourly  equivalent 

of  the  January  1981  poverty  line.     In  affluent  America,  we  can  ill  afford  to 

advocate  wage  discrimination  against  the  future  leaders  of  our  country. 

For  thoie  who  believe  that  teenagers  work  for  *'pin  money*'  or  pocket  change, 

we  suggest  that  they,  as  a  acnonstrat ion ,  "walk  a  mile  in  the  shoes"  of  the 

have-nots  who  must  make  every  pennv  count  to  survive. 

Mr,  Chairnan,  the  NAACP  is  convinced  that  the  employment  focus  for  1981 

must  be  on  implementation  of  the  Humphrev-Hawkins  Full  Employment  and  Balanced 

Growth  Act  rather  than  on  wage  discrimination,     A  youth  differential  presumes 

that  the  .yaioe  Jif  _aQ  jjidxvuiuar.s  wariL  contrlbuti.on- is  d#tgr«3ined  by  ht«/her 

age  alone.     We  reject  that  presumption. 

The  NAACP  at  Its  70th  Annual  National  Convention  in  1978  adopted  the 

following  resolution: 

"MINIMUM  WAGE  AND  FAIR  LABOR  STANDARDS  ACT 

WHEREAS,  there  are  several  concerted  efforts  presently  underway  to 
create  und  establish  a  subminimal  wage  for  yout ;  and, 

WHEREAS,  the  N^iACP  decries  any  attempts  at  the  creation  of  a  subrainimum 
wage  for  youth  and  vigorously  reaffirms  its  position  in  support  of  the 
Fair  Labor  Standards  Act; 

BE  IT  RESOLVED  THAT  we  call  upon  the  National  Office  and  all  of  its  units 
to  use  its  resources  to  ensure  that  any  attempts  to  create  a  sifbminiiaa-  wage 
for  youth  are  fruitless," 

CONCLUSION 

The  NAACP  submits  that  the  enactment  of  a  youth  „age  differential  will 
erode  the  already  minimal  standard  of  living  f.  r  blacK  Americans;  will  exploit 
teenagers  m  the  workplace;  will  not  create  jobs;  will  increase  employer  profits 
at  the  expense  of  the  young  worker;  will  not  benefit  to  a  great  extent  black 
and  other  minority  Americans  who  are  the  highest  unemployed  in  the  youth  work 
force;  Will  displace  adult  workers  and  will  be  a  first  step  in  undermining  the 
min  imun  uMt^e . 

I  wish  to  thank  the  Com/nittee  for  allowing  us  an  opportunity  to  present 
our  views. 
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Senator  Nicklks,  Thank  you 

Ms.  ShviMONS.  We  are  convinced  that  the  employment  focus  for 
1981  must  be  on  implementation  of  the  Humphrey-Hawkins  Full 
Employment  and  Balanced  Growth  Act  rather  than  on  wage  dis- 
crimination, because  a  youth  differential  presumes  that  the  value 
of  an  individual's  work  contribution  is  determined  by  his  or  her 
age  alone,  and  that  is  a  presumption,  Mr  Chairman,  that  we 
reject. 

Senator  Nickles.  Let  me  ask  some  very  quick  questions  If  we 
run  too  long,  we  are  not  going  to  have  time  for  our  next  panel,  and 
that  would  not  be  fair. 

Mr.  Chaikin,  let  me  ask  you  a  question  first  You  made  the 
statement  that  in  your  opinion,  if  we  exempted  teenagers  from  the 
minimum  wage,  we  would  not  create  a  single  job. 

Mr.  Chaikin.  That  is  right.  For  41  years  since  I  left  school,  I 
have  been  in  the  industrial  environment  of  the  United  States.  I 
lived  in  Massachusetts  for  many  years,  and  in  New  York  City,  and 
in  Texas;  I  worked  in  Louisiana  and  Arkansas.  I  have  never  met 
one  employer  who  hired  a  worker  when  there  was  no  work  for  that 
worker.  I  have  never  met  an  employer  who  hired  people  just  to  sit 
around  and  look  pretty. 

 If  a  worker  is  hjredj,  whether  that  worker  be  a  teenager  or  not, 

$;].3."3,  with  today's  standard  and  cost  oTrivingTTs  little  enough 
There  would  just  be  job  substitution.  Now,  in  cur  factories  around 
the  country— and  they  are  located  in  88  States  and  more— ours  is  a 
highly  competitive  industry,  the  manufacture  of  apparel  and  cloth- 
ing, and  it  is  a  highly  labor-intensive  industry  where  

Senator  Nickles.  Do  they  pay  the  minimum  wage  in  your  indus- 
try'' 

Mr  Chaikin.  They  pay  more  than  the  minimum  wage. 
Senator  Nickles.  Is  anybody  paid  minimum  wage' 
Mr.  Chaikin  Oh,  yes;  new  entrants  into  the  factory  are  paid 
minimum  wage. 
Senator  Nickles.  What  percentage? 

Mr  Chaikin.  New  workers  can  be,  in  the  course  of  a  year,  with 
the  turnover  that  we  have,  as  much  as  20  to  percent  of  the 
complement  of  a  factory.  The  minimum  wage  is  paid  for  the  first 
month  and  then  they  start  going  up  the  scale. 

Senator  Nickles.  OK,  you  answered  my  question.  You  said  that 
you  did  not  think  that  one  single  job  would  be  created. 

Mr.  Chaikin.  Not  one  single  job  in  the  industrial  or  commer- 
cial  

Senator  Nickles.  I  am  not  just  talking  about  that  I  am  talking 
about  a  lot  of  people  that  are  employed,  period,  and  trying  ♦o  get 
them  into  the  employment  cycle.  We  have  had  some  testimony 
from  people  who  have  lived  in  the  suburbs  and  who  have  radically 
high  unemployment,  and  they  say  that  a  lot  of  individuals  are 
being  priced  out  of  the  job  market. 

You  have  answered  my  question.  Let  me  ^ove  on  to  our  other 
two  guests  real  quickly.  I  want  to  read  something  that  I  ran  into 
last  night.  I  share  your  concerns  about  the  unemployed  black 
people  and  I  share  your  concerns  about  the  unemployed  young 
people  who  cannot  get  a  job 
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My  bill  would  ^»xenv)t  [jerson--  who  an*  \\\  oi  IT  It  is  not  bO  much 
what  they  will  be  makiPi^  at  ItJ  or  IT  that  ii.  important  to  me  It  ib 
the  f^ct  that  they  will  be  getting  involved  ni  the  system,  where 
they  v^ill  obtain  some  >kilU  and  \shere  the\  can  make  mninium 
wage  when  they  are  VJ  and  more  than  rninnnurn  '\a^t'  wh'jn  the> 
are  20  or  Hi)  or  40,  and  actually  climbing  up  that  economic  laddei 
That  is  my  belief 

Let  me  read  something  to  \ou  that  comes  from  a  person  that  I 
think  has  a  considerable  amount  of  respect  nationwide  I  have  to 
scoot,  but  this  is  really  pertinent  to  what  \w  are  all  trying  to  do 
He  says  that  in  fact,  minimum  wages  h'  rt  low-income  people,  and 
the  source  of  this  is  Milton  Friedman,  ii  aughterJ 

The  minimum  wu^e  reijuire.s  emplo',ers  tu  di^tnnunale  aga-nsi  pt-r^uii  \Mth  Inw. 
r^kilN  The  hi^h  rate  of  unempIo\ ineiU  am<ui^  leena^'ers.  espetiall>  biack  teeiui^i'iN, 
Is  both  a  scandal  and  a  -^eiiou?  jsource  of  .Mjcial  llnre^^.  iarj^elv  a^  a  reMilt  •  f 
minimum  na^t*  laui? 

He  even  goes  a  bit  tuither  and  sa\>, 

We  retjaid  th'j  laHiimuin  v-a^e  law  a>  one  the  nuj  ■  it  r^ot  the  rno-t  .in^  -hj.u  k 
laws  on  the  statute  hooks  h  penah/es  iheni  In  pieseiituiL.  them  Uum  uKerin  ,  'o 
work  lor  low  job?»  a.^  a  inean>  tor  inducing'  einploNi-r^  i<.  ^M%e  then*  on-fht'-j>b 
training 

I  hear  where  you  are  corning  from  I  know  what  it  co^tb  to  liv^.'  I 
usedlo  Wrk  for  less  than  the  minimum  wage  and  I  want  to  help 
those  people.  Mr  Lucy,  you.  Akhea,  and  Sol  are  all  trying  to  help. 

I  think  it  is  very,  very  miportant  that  v/e  get  people  involved 
into  the  t>ystem  so  that  they  can  pull  themselves  up  I  think  that 
work  is  the  key 

Excuse  me  for  rambling,  I  am  not  here  to  make  speeches  I  am 
here  to  hear  your  testimony, ,  and  I  apologize.  Althea.  I  did  not  have 
your  testimony  last  night  and  did  not  get  to  read  it  I  will  read  it 
indepth:  you  had  some  very  interesting  statistics, 

I  want  you  to  know.  too.  that  we  are  open  and  do  want  to  receive 
your  input 

Mr  Lucy  Let  me  just  make  one  point  about  Mr  Friedman,  and 
I  would  suspect  that  most  economists  who  study  Mr.  Friedman 
would  say  the  same  thing  But  it  sort  of  turns  a  blind  eye  to  the 
fact  that  black  teenage  employment  really  stems  from  the  kind  of 
systemic  discrimination  that  has  been  forced  upon  not  only  black 
teenagers,  but  black  adults  over  the  years 

Ms.  Simmons.  That  is  right 

Mr  Lucy.  Let  me  also  q^ake  the  point  that  it  was  through 
governmental  action  that  the  nTin^num  wage  was  in.stituted  in  the 
first  place, 

Senator  Nickles  That  is  correct 

Mr  Lucy.  It  was  not  because  of  corporate  concern  or  business 
concern  that  they  initiated  this  as  a  means  of  assisting  workers  in 
terms  of  their  seeking  a  higher  standard  of  living 

I  agree  with  Sol  that  you  are  not  going  to  create  any  jobs  by 
virtue  of  the  subminimum  People  will  simply  fill  some  jobs  that 
need  to  be  filled  right  now  You  will  not  increase  anyone's  percep- 
tion of  their  own  basic  worth  by  allowing  them  the  opportunity  to 
work  for  a  subminimum  wage  or  a  subpoverty  level  wage. 

Senator  Nicki.es.  I  would  argue  with  thaf,  and  I  am  looking  at 
my  own  personal  experience,  I  used  to  work  for  2^)  cents  an  hour 
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Mr  Lucy.  Well,  so  did  a  lot  of  other  people. 
Senator  Nickles.  That  totals  $10  a  week»  and  I  was  proud  be- 
cause nobody  else  my  age  worked  and  made  that  $10. 
Mr  Lucy  That  was  when  $10  was  worth  $9  50. 
Senator  Nickles.  Yes,  just  about, 
Mr,  Chaikin,  Let  me  just  make  one  comment. 
Senator  Nickles,  Quickly,  please, 

Mr,  Chaikin,  Let  me  suggest  that  I  worked  for  15  cents  an  hour 
while  I  went  to  school,  and  I  would  have  been  happy  to  work  for  10 
if  I  could  have  gotten  the  job.  That  is  considerably  less  than  the 
$10  for  which  you  worked.  But  that  was  before  there  was  a  Federal 
national  minimum  wage,  and  that  was  when  there  was  a  free 
market.  That  was  when  there  was  no  mutuality  between  an  em- 
ployee who  had  a  job  and  the  thousands  of  people  who  are  looking 
for  work. 

Second,  I  just  would  like  to  say  this.  There  is  no  reason  and  no 
rationale  for  this  amendment.  Today,  under  the  law,  there  is  a 
legal  subminimum.  Today,  in  our  industry,  when  employers  want 
to  train  workers,  they  have  an  opportunity  to  apply  for  that  ex- 
emption. They  get  a  learner's  certificate  and  they  train  the  work- 
ers for  the  amount  of  time  that  would  be  necessary — below  6 
mnnthj;;  in  whiA       IrAxc^- tliPJiV^iifl  occasionally  &  months. 

Second,  all  teenagers  who  are  at  school  have  an  opportunity  to 
work,  also,  for  a  subminimum,  which  is  85  percent  of  the  legal 
wage.  And  there  is  no  such  thing  as  being  drowned  in  redtape  in 
order  to  get  it,  because  those  of  our  employers  who  want  to  expand 
their  employment  and  who  v/ould  like  to  get  new  workers  in  do 
apply  and  do  get  it  from  the  Labor  Department.  They  are  certifi- 
cated and  they  work  legally  for  a  limited  period  of  time. 

Senator  Nickles.  Sol  and  Althea,  Senator  Williams  hae  a  ques- 
tion that  he  would  like  for  you  to  answer,  and  your  answers  will  be 
entered  into  the  record. 

Again,  I  apologize  to  a'!  of  you  and  I  look  forward  to  working 
v/ith  you.  I  apologize  for  the  rush;  thank  you  very  much 

[The  following  material  was  subsequently  received  lor  the 
record] 
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I.    There  ii>  a  lot  of  debate  about  whether  the  minimum  wage  law 
creates  or  reduces  unemployment.    What  ib  >our  view'' 

Despite  repeated  predictions  to  the  contrary,  minimum  wage  rates 
have  not  caused  a  demonstrable  curtailment  in  employment  in  the  more 
than  forty  years  since  the  Fair  Labor  Standards  Act  was  enacted,  Un- 
empl03nnent,  like  employment,  reflects  what  is  happening  in  the  economy. 
It  declines  when  the  economy  is  moving  up  and  rise:,  when  the  economy 
moves  in  a  downward  direction.    This  simple  truism  holds  for  teenage  as 
well  as  adult  unemployment. 

In  my  testimony  before  this  Sub-Cominittce ,  I  developed  this  view 
at  considerable  length,     I  cited  in  detail  the  conclusions  of  a  lengthy 
analytical  study  made  by  the  Bureau  of  Labor  Statistics  at  the  request 

_M_the_Sec_retary._of  Labor  during  the  >  j-xon  Admxiixstriitiaa^.   I- also   

presented  statistical  data  on  levels  of  teenage  unemplo>ment  coincident 
With  improvements  in  minimum  wages,     I  would  like  to  refer  once  again, 
in  summary,  to  two  of  these  citations. 

The  Bureau  of  Labor  Statistics  study  concluded  that  "the  most 
important  factor  explaining  changes  in  teenage  employment  and  unemployment 
has  been  general  business  conditions  as  measured  by  the  adult  unemployment 
rate,"  (U,S,  Department  of  Labor,  Bureau  of  Labor  Statistics,  Youth  Un- 
cmplo>T'ent  and  Minimum  Wages,  1970,  p,  45,)    This  conclusion  is  exactly 
how  I  opened  my  comments  on  this  question* 

SecOiid,  since  1950  there  have  been  12  improvements  and  two  changes  m 
coverage  m  minimum  wages.    When  data  for  the  12  month  period  following  such 
increases  are  compared  with  the  12  mc-nth'  prior  to  the  increase,  we  find  that 
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rise  in  the  nunniani.  Of  the  ii\e  ro.^Mining  iribtanc-?  wl.crc  tf;?.nai;v 
unemployment  rose,  tnret^  -  197  \ ,  lO'^Z  jnd  19^0  -  v  oar  ■>  of  poor 

'economy  is  c  luh  vcai  gr-w  i^iore  -.iu.*ly  th.m  ir.  the  ^rior  ,»tjr. 

A  r.pecial,  lout^T  ratj  for  to^nia.'ors  .r.iy  U  j.l  lo  in  .rut.al  mcrcabt* 
m  teen  ^g^^  emplovTT.t'nt      But  at  what  cost"    Obvioa>l;.        the  cc^t  of 
increasing  adult  aiiC'npIo>mtnt ,     It  would  ncreiy  rt-ui^cr  yjl^'  uncnployiient . 
Jobs  for  teenagers  and  for  adults  v^ill  be  crcatjw  only  m  .n  cxpv.r,aing 
econous  ,  not  bv  displacing  uor?.-^:;.  of  one  age  group  «ith  thostr  o*^  another 
age  group. 

In  our  consumer- oriented  ccononiy       i.ju.st  sf^V        incr«_a  t  t^v 

Decreasing  personal  inconie  and  creating         arca.->  of  ar.LinplovT^..  t  i»a> 
be  of  initial  ajsb ii>tance  to  einp lovers,    but  in  short  order,  becau^u 
of  declining  purchasing  pouer,  they  wiil  begin  to  anasi>  con-iidera  }lc 
inventories  tecaase  of  the  inability  of  uouid-be  purcha^t^rb  to  bu^  or 
be  forced  to  cut  production. 

Our  country  grew  over  the  yearb  into  a  natioii  v^ith  the  highest 
livxng  standard  m  the  world  not  by  cuttiiig  ^ages  and  creating  un^jn./lo>- 
ment,  but  by  paying  higher  wagCb  than  clbewhcrt'.     Low  incoreb  and  in- 
crtared  unenipio>'mcnt  m.v,  temporal  i  ly  increase  profit,,  but  they  i  i';not 
provide  tne  basis  for  rebirth  ot  our  ccononiy. 
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2.    Can  you  explain  just  why  an  increase  m  the  iri^nm^u'i  v%,i;e  uould 
create  jobs" 

i>is  question  opens  up  a  broad  area  about  ^hich  iiuch  can  be  ^aid. 
i  "ill  try  to  be  brief. 

As  I  stated  in  my  response  to  the  pre\ lous  question,  oar  nation 
^.rcated  the  highest  iivmg  standard  in  the  world  because  v*e  p.iid  - 
at  leabt  until  recently  -  the  highest  wages  m  the  world.     I  am  not 
saying  triit  our  wage  levels  have  always  been  sufficient  to  meet  the 
roeci  of  our  people,  but  the>  were  nigher  than  olserthere.    Ke  developed 
over  the  >ears  a  consumer-oriented  society  aimed  at  lealizmg  the  great 
,V.eric      dreani  of  hi^ner  living  standards  for  all  of  our  people.  CXii 
entire  eco.iOHiv ,  from  basic  ii  dus tries  to  ^ass  co^sumptn.'n  industries, 
-ha?  b^c-n-qeai'-^d  to  providing  product';^  th^  would  on  iM(y"ciJT"^c^pt?  to 
XiV'.  ^>etter. 

Ijuitases  v\  the  ninimiun  wage  would  increase  the  pjrehasing  power 
of  our  people  aad  create  additional  jobs.     The  proposal  to  create  a 
youta  ^uh-minima'n  would  create  unon-iployrr.ent  anions  older  workers  and 
conpctition  for  sub- niniirum  wages,  resulting  in  a  general  deterioration 
of  pur*,  ha.  in^j  power.     Oh  yes,  there  might  be  increases  m  profits,  but 
thesL  wou.d  oi.y  no  tc/iporar>  and  a  jriore  severe  downturn  m  the  economy 
woi^ld  '  a-^  fc'i)i  p..opI:?  will  Ijc  .ible  lo  pnroluse  tro  produut^  ;^e 

.tak  "  ar.d  tic  -.^.v.wCs  we  pio'vide. 

_\cr  tr..  '_.ir-.  ^nLo.  h^-.  been  ')I.j)ed  foi  mfi'tioi  We  ha\  e  b^*cn 
told  tr.at  ri-.-v  ir  t\  •  un  •         l\)-or  i-   *  no  core  -ji   thv  ,aurle'^  i;.d 
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this  IS.    Now,  along  comes  rhc  Wall  Street  Journal  to  inform  us  that 
while  "the  rising  expense  of  labor  is  a  well-publicized  story,., 
remarkably  little  attention  has  been  paid  to  the  even  swifter  clinib 
in  recent  years  of  the  cost  of  capital."  (April  8,  1981,  p,  5b),  In 
1980,  we  are  told,  at  10, 7#  the  "capital-cost  rise  was  the  steepest 
on  record,'*  surpassing  the  national  labor-cost  rise  of  S%.    Such  costs, 
**e  are  further  informed,  reflect  "such  diverse  factors  as  bank- loan 
rates,  the  cost  of  raising  money  in  securities  markets,  and  plant-and- 
equipment  price  levels," 

Yet,  there  are  no  outcries  against  these  non-wage  related  contribu- 
tions to  our  virulent  inflation  on  the  same  level  as  those  aimed  at 
labor*s  efforts  to  secure  wage  increases  considerably  below  the  inflation 

—  Iivst^d ,  w  ^rg  -confronted  with  proposals  for  a  yDutti~5ub^mTrimmi7  

which  can  only  lower  living  standards,  and  replace  older  workers  v*ith 
"cheaper"  young  workers. 

There  is  also  a  social  factor  related  to  the  need  for  higher  mmimums. 
We  cannot  and  we  v*ill  not  be  able  to  deal  effectively  with  social  unrest 
in  our  cities  by  increasing  the  frustration  of  the  young  unemployed 
through  creation  for  them  of  positions  from  which  they  may  be  replaced 
by  other  sub-minimum  workers  once  they  develop  skills  and  seek  "advance- 
ment ,  *' 
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3.    What  measures  would  you  propose  for  dealing  with  the  pioblom  of 
youth  unemployment? 

The  key  to  increased  jobs  is  a  general  rise  in  the  level  of 
business  activity,  particularly  in  the  small  busine^b  i^eeto^-  where 
HUges  are  low  and  where  many  teenagers  now  find  cniplovmont .  Special 
low-interest  rates  should  be  provided  to  binall  business  to  encourage 
job  creation. 

There  is  also  a  crying  need  for  social  and  economic,  if  not  for 
humane,  reasons  to  rebuild  our  inner  cities  which  we  have  over  the  past 
few  decades  ijennitted  to  fall  into  decay.    There  are  \ast  opportunities 
for  jobs  m  this  massive,  but  necessary^  task.  We  would,  m  the  process, 
begin  to  tackle  some  of  the  fundamental  problems  afflicting  our  society, 

-^fobloWiy-that  a^re^-^nteft^ifying  as  young  peopi^  firmt  j^bs  more  and  iftofe  -   

difficult  to  obtain. 

To  create  jobs  for  young  people,  government -funded  training  prograiiis 
are  needed,  programs  which  emphasize  development  of  skills,  and  vshich 
are  targeted  to  meet  specific  manufacturing  and  construction  industry 
needs.    Analysis  would  show  that  the  cost  of  such  training  would  be  moie 
than  offset  by  its  benefits  -  not  only  to  the  specific  young  people 
involved,  but  to  society  as  a  whole. 
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4.    Are  there  members  of  your  Union  making  the  minimum  wage'^    If  not, 
why  are  you  concerned  about  thobe  billb'' 

New  entrants  into  garment  ihops  under  contract  to  the  ILGWU 
can  receive  the  statutory  minimum  during  their  initial  trial  period. 
As  they  projjress  in  skill  level,  their  earnings  increase  ccmmensurately , 
Wage  levels  for  experienced  workers  m  the  unionized  sector  of  the 
garment  industry  are  quite  a  bit  above  the  Federal  Minimum,  although 
still  less  than  the  industrial  average. 

In  the  non-Union  sector  of  our  industry,  however,  the  statutory 
minimum  often  constitutes  the  effective  maximum.    This  concerns  us  for 
two  reasons.    First,  our  Union's  responsibilities  include  not  only 
representing  the  best  interests  of  our  members,  but  an  abiding  concern 
~f or ^"u rg av i zod  MOrk e r s  as  well.    Moreover,  we  are  legitimately  con- 
cerned with  the  burden  which  low-wage,  non-Union  competition  places  on 
the  ganiient  industry. 

The  non-Union  sector,  like  the  garment  industry  as  a  whole,  employs 
adult  women  overwhelmingly  -  many  of  whom  are  heads  of  households. 
Often  they  are  members  of  minorities.     As  I  have  alluded  to  previously, 
the  youth  sub-minimum  would  provide  a  compelling  incentive  for  employers 
to  lay-off  these  adults  in  favor  of  teenage  workers.    Nor  is  this  an 
unrealistic  assertion.    Operation  of  a  sewing  machine  is  a  skill  which 
most  persons,  including  teenagers,  can  acquire  in  relatively  short 
order.    The  wholesale  replacement  of  adult  non-Union  workers  by  teen- 
agers would  further  disadvantage  those  who  have  the  least.  Moreover, 
when  a  teenager  becomes  eligible  fo?;  the  full  statutory  minimum,  the 
employer  would  again  have  the  compelling  incentive  to  hire  a  replacement 
earning  the  s'lb-miiiimum. 
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The  rcvolving-door  emplo>Tnent  practices  which  would  surely 
follow  enactment  of  the  sub-minimura  would  be  contrary  to  a  meaningful 
solution  to  youth  unemployment.    Moreover,  literally  hundreds  of 
thousands  of  adult  non-Uiuon  garment  workers  would  be  denied  even 
the  meager  opportunity  tc  make  a  tough  but  honest  living. 
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5.    You  have  said  that  you  don't  like  the  trend  ot'  these  billh.  Could 
we  explore  that  further?    iivhat  is  your  picture  of  what  the  U.S. 
would  be  like  without  a  minimum  wage  law*^ 

The  minimum  wage  law  is  a  Significant  weapon  in  the  war  on  poverty. 
It  helps  to  reduce  misery  and  deprivation  and  enables  workers  and  their 
dependents  to  purchase  more  necessities  of  life  that  they  lack  at  present. 
For  all  the  reasons  I  have  given  in  my  testimony  and  in  response  to  other 
questions,  the  minimum  wage  law  provides  a  base  on  which  to  build  a 
better  life.    I  am  not  saying  that  the  present  minimuixt  wage  levels  are 
sufficient.    I  am  saying  that  without  a  minimum  wage  lav*  a  deep  void 
would  be  created  in  our  society  and  the  American  dream  of  a  better  life 
for  all  of  our  people  would  be  severely  jeopardized. 

"  <>}test  burden  in  a  U.S.  without  a  minimum  wage  law  would  fall 
on  the  poor  and  on  the  minorities,  the  blacks  and  Hispanics.  These 
are  px'ecisely  the  people  who  are  least  able  to  cope  with  further  dep- 
rivation.   Where  would  this  intensified  deprivation  :stOji''    In  effect, 
we  would  be  accentuating  the  growing  chasm  between  the  poor  and  the 
rich.    IVe  would  be  redistributing  income  -  and  purchasmtj  power  from 
the  poor  and  the  minorities  to  the  wealthy  and  the  cori^or .ons  In 
relatively  short  order,  we  would  cieate  in  our  own  cou  tr\  the  kind  of 
dual  economy  that  characteri ze:>  the  most  backward  countries  of  the  world. 
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6.    'Ihe  labor  movement  was  in  l.irL-v  part  inspired  by  sweatshop 
conditions  and  exploitation  of  >ounger  worker^  in  the  garment 
indui»try.    Do  these  sorts  of  conditions  btiU  exi^t  and  will 
i^nactmont  of  sub-minimum  wage  law^  wor'^oii  tlu.^  pi  obi  em'* 

Sneatshop  conditions  still  exist  m  the  garment  industry  and 
have    in  fact,  intensified  in  recent  \ears.     Lnactment  of  bub-minimum 
wage  law?  would  legitimize  the  sweatshop  problem,    liie  conditions 
prevailing  in  sweatshops  have  been  exacerbated  by  unscrupulous  non-union 
employers  who  hire  both  midocumcnted  worker^  and  legal  workers  at  wage 
levels  below  those  provided  in  the  1-air  labor  Standards  Act  Government 
regulator)  agencies  have  not  been  given  sufficient  staff  to  investigate 
Violations  and  to  take  appropriate  action,     Exploitation  of  undociinented 
aliens  is  additionally  caused  by  the  fear  tlie.^e  worker:,  have  of  exposure 
and  the  constant  threat  tlut  employers  hold  over  tliem  tiiat  they  will 
be  reported  to  the  immigration  authorities  if  they  complain  to  the 
union  or  to  govermient  agencies  about  their  illegal  treatment.    We  have 
advocated  amnesty  for  undocumented  workers  now  in  this  country  m  an 
effort  to  stop  the  sweatshop  pi  act  ice. 
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7.    At  the  hearings  a  passage  from  Milton  rnedman's  book,  Free  to 
Choose,  was  quoted.     In  it  Mr.  Friedman  argues  that  the  minimum 
wage  IS  a  bar  to  enplo>'ment  and  a  burden  to  the  unemployed. 
Would  you  give  your  judgment  as  to  the  validity  of  this  claim'' 

In  our  experience  and  m  the  experiences  of  thousands  of  companies 
and  millions  of  workers,  no  emplo>er  ever  hires  workers  when  there  is 
no  work  for  them  to  do.    Lmployers  hire  workers  only  wiien  there  are 
additional  orders  to  fill  and  a  reasonable  opportunity  to  make  a  profit. 
If  Milton  Friedman's  argument  were  accepted,  the  already  massive  burden 
on  workers  iccciving  minimum  wages  or  wage:*  below  the  legal  minimum 
would  be  intensified.     It  is  naive  to  infer  that  the  low-paid  worker 
and  the  employer  are  on  even  ground  m  striking  an  equitable  bargain 
without  specific  protection  to  the  worker.    That's  why  we  have  unions 
m  thi-i  country,  and  that's  why  the  Congress  passed  the  Fair  labor 
Standards  Act  in  1958.     It  is  also  naive,  as  Friedman  has  suggested 
elsewhere,  to  suggest  that  equality  m  the  wage  bargain  exists  because 
the  employer  has  the  right  to  withdraw  his  job  offur  and  the  worker 
the  right  to  withhold  his  labor.     Friedman's  views  may  be  acceptable 
to  theoreLical  economists,  but  they  don't  reflect  the  real  world. 
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Senator  Nickles.  Incidentally,  we  will  keep  the  record  open  for  2 
weeks  for  McDonald's  to  respond*  or  whoever  else  wants  to  re- 
spond. 

Our  last  panel  will  be  representatives  of  the  Retail  Bakers  of 
America,  and  also  the  Society  of  American  Florists. 
Michael  Ahem,  where  are  you  from? 
Mr.  Ahern.  Akron,  Ohio. 
Senator  Nickles.  Welcome. 

Representing  the  Retail  Bakers  of  America,  we  have  James 
Sloop. 

Mr.  Panaro.  I  am  Gerard  Panaro,  general  counsel  of  the  associ- 
ation, and  I  have  Jim  Sloop,  who  is  third  vice  president,  on  my 
right,  and  Harold  Suggs,  who  is  with  Busken's  Bakery,  on  my  left. 

Senator  Nickles.  Busken's  Bakerv  in  Cincinnati? 

Mr.  Suggs.  Yes,  sir. 

Senator  Nickles.  We  welcome  you,  and  we  realize  that  you  trav- 
eled and  we  appreciate  your  interest.  I  apologize  for  the  lateness  of 
the  day.  Vfe  had  two  witnesses  that  took  a  considerably  much 
longer  period  of  time  than  wf>«  expected.  I  had  hoped  that  we 
would  not  have  such  good  attendance  from  our  committee  members 
and  we  could  have  moved  a  little  quicker. 

I  have  read  your  testimony  and  I  think  you  pointed  out  some 
very  good  things.  Are  you  going  to  be  the  spokesman? 

Mr.  Panaro.  Senator,  I  will  start  off,  if  I  may,  and  let  me  just 
highlight  for  about  a  minute  or  2  some  of  the  elements  of  our 
testimony.  Is  that  acceptable? 

Senator  Nickles.  Please. 

STATEMENT  OF  GERARD  P.  PANARO,  GENERAL  COUNSEL, 
RETAIL  BAKERS  OF  AMERICA:  JAMES  R,  SLOOP,  OWNER, 
THE  SWEET  SHOPPE  RETAIL  BAKERY,  HIGH  POINT,  N,C, 
AND  THIRD  VICE  PRESIDENT,  RETAIL  BAKERS  OF  AMERICA: 
HAROLD  SUGGS.  DISTRIBUTION  MANAGER,  BUSKEN'S 
BAKERY,  CINCINNATI,  OHIO;  AND  MICHAEL  W,  AHERN, 
MEMBER,  GOVERNMENT  AFFAIRS  COMMITTEE,  SOCIETY  OF 
AMERICAN  FLORISTS,  A  PANEL 

Mr.  Panaro.  We  took  a  survey  of  our  entire  membership  of  2,500 
members  to  determine  what  the  impact  of  rises  in  the  minimum 
wage  on  their  businesses  were.  Seventy-seven  percent  of  the  re- 
spondents said  that  they  had  not  used  section  14(b)  of  the  Fair 
Labor  Standards  Act  to  hire  full-time  students  at  85  percent  of  the 
minimum  wage.  The  reason  most  frequently  given  lor  not  using 
14(b)  was  that  85  percent  of  the  minimum  was  still  too  much 
money  to  pay  for  such  employees. 

Other  respondents  cited  these  additional  effects  that  increases  in 
the  ininimum  wage  had  on  their  operations:  They  lost  customers, 
and  therefore  sales  income;  they  did  not  replace  employees  who 
left,  nor  did  they  hire  additional  employees  that  thev  might  have 
otherwise.  Some  bakers  even  laid  employees  off. 

Four  bakers  who  replied  to  our  survey  said  they  had  to  close  one 
or  more  of  their  outlets,  or  went  out  of  business  altogether  as  a 
result  of  the  minimum  wage  increase.  An  equal  number  said  that 
capital  which  would  have  been  reinvested  into  the  business  went 
into  paying  higher  wages. 
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In  addition  to  creating  more  employment  opportunities  for  young 
people  if  14(b)  is  amended,  our  members  believe  that  a  change  in 
existing  law  would  result  in  benefits  such  as  the  following-  Reduced 
workloads  and  pressure  on  existing  employees;  increased  produc- 
tion; expansion  of  the  business;  more  time  to  train  new  people; 
slowing  down  of  price  increases;  allowing  employers  to  give  employ- 
ees larger  bonuses  and  offer  more  services  to  their  customers; 
make  it  easier  for  unskilled  persons  with  below-average  productiv- 
ity capabilities  to  find  work;  put  less  pressure  on  employers  to 
replace  live  employees  with  automated  equipment;  and  allow  better 
wages  to  be  paid  to  skilled  employees  and  permit  the  bakery  to 
recruit  and  retain  more  competent  adult  personnel  in  key  positions 
in  the  bakery. 

That  summarizes  my  testimony,  I  would  like  to  turn  it  over  now 
to  Mr.  Sloop,  who  is  a  retail  bakery  owner  in  High  Point,  N,C. 
(The  prepared  statement  of  Mr.  Panaro  follows:] 
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Good  morning.     My  name  is  Gerard  Panaro  and  I  am  General  Counsel 
to  the  Retail  Bakers  of  America.     With  me  are  Jim  Sloop,  RBA  Third 
Vice  President  and  a  Retail  Baker  and  Harold  Suggs,  Distribution 
Manager  at  Busken's  Bakery  in  Cincinnati.     I  appreciate  this  opportunity 
to  summarize  for  you  the  results  of  a  survey  we  took  of  our  membership 
on  the  subminimum  wage. 

The  survey,  which  consisted  of  five  questions,  was  mailed  to  2,250 
retail  bakers.     We  received  384  responses,  which  was  17%  of  the  total 
number  mailed. 

Seventy-seven  per  cent  of  the  respondents  said  that  they  had  not 
used  Section  14 (b)  of  the  Fair  Labor  Standards  Act  to  hire  full  time 
students  at  85%  of  the  minimum  wage.     The  reason  most  frequently  given 
for  not  using  Section  14(b)  was  that  85%  of  the  minimum  was  still  too 
much  money  to  pay  Cor  such  employees. 

Forty-five  percent  of  the  respondents  said  that  when  the  minimum 
wage  increased  from  $2.30  per  hour  to  $2,65  per  hour  on  January  01,  1978, 
they  raised  prices,  reduced  the  size  and  variety  of  the  products  they 
sold  and  cut  back  their  hours  of  operation.    Only  one  per  cent  said 
they  simply  passed  along  the  increased  costs  to  their  customers. 

Other  respondents  cited  these  additional  effects  the  minimum  wage 
had  on  their  operations: 

1,  They  lost  customers  and  therefore  sales  income; 

2.  They  did  not  replace  employees  who  left^  nor  did  they  hire 
additional  employees  that  they  might  nave  otherwise.  Soir.e 
bakers  even  laid  employees  off. 

Tour  bake«'S  who  replied  to  our  survey  said  tney  had  to  close  one 
or  more  of  their  outlets  or  went  out  of  business  altogether  as  a  result 
of  the  minimum  wage  increase.     An  equal  number  said  that  capital  which  would 
have  been  re-invested  m  the  business  went  into  paying  higher  waoes. 

The  reason  retail  bakeries  are  so  sensitive  to  every  change  in 
the  minimum  wage  law  is  that  they  are  So  labor  intensive.     Half  of 
the  bakers  in  our  survey  said  that  their  labor  costs  alone  were  between 
30  and  40  per  cent  of  their  total  operating  costs,  and  an  additional 
25%  of  the  bakeries  reported  labor  costs  equal  to  more  than  40%  of  total 
expenses , 

Were  existing  law  amended  to  permit  the  employment  of  all  persons 
under  20  years  old  or  younger  -  not  ■}ust  full  time  students  —  at  75% 
of  the  minimum  wage,  certainly  not  every  retail  bakery  in  the  country 
would  rush  out  to  hire  people  in  this  category.     But  42%  of  the  baker*? 
in  our  survey  said  that  they  would  hire  more  teenagers  if  they  could 
pay  them  a  lower  subminimum  wage. 
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In  addition  to  creating  more  employment  opportunities  for 
young  people,  our  members  believe  that  a  change  in  the  existing  law 
would  result  in  benefits  such  as  the  following; 

1.  Reduced  work  loads  emd  pressure  on  existing  employees; 

2.  Increased  production; 

3.  Expansion  of  the  business; 

4.  More  time  to  train  new  people; 

5.  Slowing  down  of  price  increases; 

6.  Allow  employers  to  give  employees  larger  bonuses  and 
offer  more  ser-/ices  to  their  customers; 

7.  Make  It  easier  for  unskilled  persons  with  below-average 
productivity  capabilities  to  find  work; 

8.  Put  less  pressure  on  employers  to  replace  live  employees 
with  automated  equipment; 

9.  Allow  better  wages  to  be  paid  to  skilled  employees  and 
permit  the  bakery  to  recruit  and  retain  more  competent 
adult  personnel  in  key  positions  in  the  bakery. 

The  results  of  this  survey  lead  us  to  bclive  that  amendment 
Of  Section  14(b)  of  the  Fair  Labor  Standards  Act  co  provide  a  lower 
subminimum  wage  for  :i  broader  class  of  young  people  will  benefit  those 
wno  will  then  find  more  employment  opportunities  available  and  the 
general  public,  at  least  as  much  as  it  will  help  small  businesses. 
And  I  thank  the  Committee  for  allowing  us  to  share  our  position  with 
you. 
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Senator  Nickles.  Welcome,  Mr.  Sloop,  How  many  people  do  you 
employ? 

Mr.  Sloop.  We  employ  about  40  people. 
Senator  Nickles.  Do  you  have  one  bakery? 

Mr.  Sloop.  We  have  one  production  plant  and  we  also  have  five 
sales  stores. 

Senator  Nickles.  Thank  you.  Where  is  your  home? 

Mr.  Sloop.  High  Point,  N.C. 

Senator  Nickles.  Welcome.  Please  proceed. 

Mr.  Sloop.  Thank  you  very  much. 

I  will  abbreviate  my  prepared  statement.  We  favor  the  employ- 
ment of  teenagers  at  75  percent  of  the  minimum  wage.  This  would 
not  displace  people.  In  our  business,  we  value  the  experience,  the 
knowledge,  loyalty,  honesty,  and  dependability  of  our  employees 
who  have  been  with  us  for  a  long  time.  We  would  never  think  of 
firing  them  to  hire  some  teenager  at  a  lower  wage  rate. 

Such  a  practice  would  have  a  devastating  effect  on  employee 
morale  and  would  probably  cost  us  as  much  in  unemployment 
compensation  as  we  save  on  payroll. 

There  is  no  such  thing  as  menial  or  dead-end  jobs  in  a  retail 
bakery.  There  is  a  good  future  for  anyone  with  the  interest  and 
ambition  to  pursue  it.  At  this  particular  time,  we  have  an  employ- 
ee who  is  a  high  school  senior  that  is  working  for  us.  He  comes  in 
on  Saturdays  to  scrub  floors  and  clean  cabinets  and  restrooms.  Just 
recently,  we  asked  him  to  come  with  us  full  time  after  g  aduation. 
I  told  him  I  would  teach  him  to  become  a  baker.  If  he  accepts  our 
offer,  he  can  either  stay  with  us,  take  a  job  elsewhere,  or  even  start 
his  own  business,  and  we  tell  our  employees  this.  He  started  out 
with  us  at  85  percent  of  the  minimum  wage,  and  this  is  one  of  the 
examples  we  have  that  opportunity  does  exist  in  the  retail  bakery 
industry,  even  for  persons  coming  in  at  the  very  bottom. 

Mr.  Chairman,  I  think  to  the  extent  that  Congress  loosens  the 
stranglehold  that  current  law  has  on  employers  and  young  people 
alike,  it  will  encourage  us  to  create  more  jobs  and  hire  young 
people  to  fill  them.  It  will  also  benefit  the  public  generally  by 
allowing  us  to  provide  them  more  service,  more  product,  longer 
store  hours,  and  less  frequent  price  increases. 

We  thank  you,  Mr.  Chairman,  for  the  opportunity  to  speak  to 
you.  We  certainly  want  to  emphasize  again  that  we  think  that  the 
subminimum  wage  would  help  the  teenager  to  find  employment, 
and  we  reject  the  notion  that  they  would  be  replaced  by  other 
teenagers  just  to  keep  that  subminimum.  We  also  reject  the  notion 
that  older  people  would  be  displaced.  It  just  is  not  realistic. 

[The  prepared  statement  of  Mr.  Sloop  follows:] 
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Good  morning,  Mr.  Chairman.     I  am  jim  Sloop,  Owner  of 
the  Sweet  Shoppe  in  High  Point,  North  Carolina,     I  eun  also  Third 
Vice  President  of  the  Retail  Bakers  of  America.     RBA  is  the 
national  association  of  the  country's  32,000  retail  bakeries. 

I  appreciate  this  opportunity  to  testify  today  m  support  of 
legislation  to  amend  Section  14(b)  of  the  Fair  Laboi  Standards  iCt. 
We  favor  the  employment  of  teenagers  at  75%  of  the  minimum  wage. 
We  also  believe  there  is  merit  in  allowing  older  trainee-employees 
to  %K3rk  at  the  same  rate  for  up  to  six  months. 

In  the  retail  baking  industry,  this  will  not  result  in  sig- 
nificant dismissal  of  older  and  higher  paid  employees.     It  will  not 
Jead  to  constant  replacement  of  young  employees.     It  will  not  relegate 
teenagers  to  menial  dead  end  jobs. 

In  our  business,  we  value  the  experience,  knowledge,  loyalty, 
honesty  and  dependability  of  our  employees  who  have  been  with  us 
a  long  time.    We  would  never  think  of  firing  them  to  hire  some  teen- 
ager at  a  lower  wage.     Such  a  practice  would  have  a  devastating  effect 
on  employee  mor;»,le.     It  would  probably  cost  us  as  much  in  emplo'/ment 
compensation  as  we  would  save  on  payroll.     Also,  there  are  certain 
3obs  and  working  hours  in  our  bakery  for  which  teenagers  are  simply 

unavailable.    On  the  other  hand,  there  are  certain  times  evenings 

for  example  when  older  employees  with  families  do  not  want  to  work. 

Allowing  teenagers  to  fill  these  nours  would  not  displace  those  other 
employees. 

There  is  no  such  thing  as  a  ''dead  end"  or  menial  job  in  a  retail 
bakery.     There  is  a  good  future  for  anyone  with  the  interest  and 
ambition  to  pursue  it. 

My  ovfn  bakery  and  employees  prove  this.     We  have  one  employee, 
for  example,  who  is  now  a  full-fledged  baker.     I  am  grooming  him  to 
become  a  production  manager.     He  started  with  us  seven  years  ago, 
hired  as  a  teenager  at  the  subminimum  wage  to  sweep  floors  and  do 
maintenance  work.    After  he  had  ^een  with  us  awhile,  I  offered  to 
send  him  to  the  Dunwoodie  School  of  Baking  in  Minneapolis.     I  offered 
to  pay  his  tuition  and  other  expenses,  which  would  have  amounted  to 
three  thousand  dollars. 

We  have  another  employee  who  is  now  a  high  school  senior.  He 
comes  in  on  Saturdays  to  scrub  floors  and  clean  cabinets  and  the  rest 
rooms.     Just  recently  I  asked  him  to  come  work  for  us  full  time  after 
graduation.     I  told  him  I  would  teach  him  how  to  become  a  baker.  If 
he  accepts  our  offer,  he  can  either  stay  with  us,  take  a  job  elsewhere, 
or  even  start  his  own  business.     He  too  started  out  wxth  us  at  85%  of 
the  minimum  wage.     And  these  are  but  two  examples  from  one  bakery  of 
the  opportunities  that  exist  in  the  retail  baking  industry,  even  for 
persons  coming  m  ,^t  the  very  bottom. 
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There  are  three  ma^or  problems  with  the  current  subminimum  wage: 

One,  85%  of  the  minimum  is  still  too  much  to  pay  for  the  small 
refill  bakers  who  constitute  the  vast  majority  of  the  industry. 
Retail  baking  is  labor  intensive  due  to  the  handcraft  methods  of  our 
operations.     Current  law  provides  little  incentive  to  take  a  chance 
on  someone  with  no  proven  work  habits.     This  is  because  a  great  deal 
of  tune  must  be  invested  to  train  that  person  up  to  the  point  At  which 
his  wages  are  justified  by  his  productivity,     75%  is  .no  big  improve- 
ment, but  It  IS  a  step  m  the  right  direction.     So  is  the  removal  of 
the  lunit  on  the  number  of  teenagers  who  may  be  hired. 

Two,  It  IS  unfair  to  restrict  the  subminimum  wage  provision  to 
full  time  students  only.     There  are  other  young  people  equally 
desirous  and  deserving  of  the  same  privilege,     other  limitations  on 
hours  students  may  work  and  work  they  may  not  do  also  reduce  the  lava's 
utility  to  v'ould-be  employers. 

And  three,  many  retail  bakers  still  find  tne  paperwork  too  tediou 
and  intimidating  to  be  worth  their  while.     This  is  in  spite  of  the 
1977  amendment  which  was  supposed  to  simplify  the  cer*-if ication 
application  form. 

To  the  extent  that  Congress  loosens  the  strangle-hold  current 
law  has  on  employers  and  young  people  alike,   it  will  encourage  us  to 
create  more  jobs  and  hire  young  people  to  fill  them.     It  will  also 
benefit  the  public  generally  by  allowing  us  to  provide  them  more 
service,  more  product,  longer  store  hours  and  less  frequent  price 
increases. 

For  these  reasons,  the  Retail  Bakers  of  America  supports  amend- 
ment of  Section  14(b)  and  thanks  the  Committee  for  this  opportunity 
to  explain  that  support. 
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Senator  Nickles.  Thank  you  very  much, 
Mr  Suggs. 

Mr  Suggs.  Mr  Chairman,  I  am  happy  to  app3ar  before  the 
Labor  Subcommittee  today  as  a  witness  on  behalf  of  the  RBA. 

Some  people  say  that  if  employers  are  allowed  to  pay  teenagers  a 
wage  less  than  full  minimum,  then  teenagers  will  end  up  in  dead- 
end jobs  that  have  no  future  for  them.  From  my  experience  and 
the  experience  of  other  people,  I  know  personally  that  this  is  not 
true. 

I  was  hired  by  Busken  s  Bakery  to  wash  pots  and  pans  at  the  age 
of  is.  ^  was  hired  for  $1  an  hour  for  48  hours  a  week.  I  would  have 
tak  job  for  even  less  because  I  really  needed  to  work.  I  am  still 
the.  ,  out  as  of  right  now,  I  am  not  washing  pots  and  pans.  I  am 
distribution  manager  for  the  entire  operation  and  in  charge  of  a 
$300,000  per  year  purchasing  budget.  I  assure  you  I  am  earning 
many  times  more  than  $48  a  week. 

We  distribute  to  9  retail  outlets  and  to  30  wholesale  accounts. 
These  include  hotei&,  offices,  restaurants,  and  supermarkets.  We 
also  deliver  items  such  as  wedding  cakes  to  individual  customers. 
Our  delivery  radius  is  about  30  miles.  We  deliver  $3.5  million 
worth  of  bakery  foods  a  year. 

When  I  graduated  from  high  school,  I  took  out  an  ad  in  the 
paper  which  said,  as  I  recall,  "High  school  graduate  seeking  job  of 
any  kind."  Joe  Busken,  Jr.  called  me  and  invited  me  for  an  inter- 
view. 

I  started  working  for  Busken  s  Bakery  in  1956,  in  August  of  that 
year.  In  April  of  the  following  year,  I  was  hired  as  a  truck  driver 
for  Busken's  Bakery.  I  assumed  my  present  position  as  distribution 
manager  in  1974.  Today,  I  am  42  years  old  and  have  been  married 
for  22  years  I  have  four  children  and  a  daughter  attending  the 
University  of  Cincinnati  studying  to  be  a  respiratory  therapist. 

Although  I  am  certainly  very  thankful  for  my  accomplishments, 
I  am  well  aware  that  I  am  not  unique  or  that  it  is  not  unusual.  I 
know  quite  a  number  of  people  for  whom  getting  a  job  in  the  first 
place  was  far  more  important  than  the  work  itself  or  the  starting 
pay.  These  people  knew  that  it  was  only  the  beginning  and  that 
they  could  make  something  of  their  lives  if  they  were  just  given  a 
chance. 

That  is  why  the  job  was  the  most  important  thing;  it  gave  them 
their  chance  and  it  gave  them  their  opportunity.  That  is  why  I 
agreed  to  come  here  today  to  tell  you  a  little  bit  about  myself,  and 
thank  you  for  inviting  me  here. 

[The  prepared  statement  of  Mr.  Suggs  follows:] 
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Good  morning,  Mr.  Chairman.     My  name  is  Haurold  Suggs.     I  am 
"istribution  Manager  for  Busken's  Bakery  in  Cincinnati,  Ohio.  I 
am  happy  to  appear  before  the  Labor  Subcommittee  today  as  a  witness 
on  behalf  of  HBA. 

Some  people  say  that  if  employers  are  allowed  to  pay  teenagers 
a  wage  less  than  the  full  minimum,  then  teenagers  will  end  up  in  deed- 
fnd  jobs  that  have  no  future  to  them.     From  my  experience,  and  the 
experience  of  many  people  I  knew  personally,  that  simply  is  not  true. 

I  was  hired  by  Busken's  Bakery  to  wash  pota  and  pans  at  one  dollar 
an  hour  for  48  hours  a  week.     That  was  twenty- five  years  ago,  when  I 
was  18  years  old  and  just  out  of  high  school.     I  am  still  there,  but 
I  am  not  washing  pots  and  pans.     I  am  Distribution  Manager  for  the 
entire  operation  and  in  charge  of  a  300,000  dollar  per  year  purchasing 
budget.     And  I  assure  you  I  aw  earning  many  times  48  dollars  per  v.fcek. 

As  Distribution  Manager,   I  am  responsible  for  packing  and  de- 
livering all  the  bakery  foods  that  are  shipped  from  our  central  plant. 
I  am  also  in  charge  of  hiring  drivers,   setting  up  the  delivery  sc^.cdule 
4nd  the  drivers'  schedules,  and  seeing  that  the  vehicles  are  properly 
riamtained.     We  have  four  trucks,  one  van  and  twc  station  wagens.  Thfc.r<j 
.ire  four  people  working  under  me. 

We  distribute  to  our  nine  retail  outlets  and  to  thirty  wholesale 
accounts.     These  include  hotels,  offices,   restaurants  and  super.nar^ets . 
We  also  deliver  special  items,  such  as  wedding  cake^,   to  individu.^s 
v;u3 toners.     Our  delivery  radius  is  approvinately  30  mil'*3.     .'^e  dexiver 
three  and      a  half  million  dollars  worth  of  bakery  coods  per  yiar. 

In  addition  to  seeing  that  the  things        naXe  ^et  to  where  they're 
Aoing,  I  also  oversee  thp  purcha'je  of  ail  store  .-jacKaa^mg  and  nanu- 
:acturing  supplies.     These  include  bags,  boxes,  foil  p-^ns ,  nap'Cins, 
twine,  and  siTilar  inventory.     .My  purchasi-^g  budget  is  over  three 
hundred  ttiousand  dollars  a  year. 

I  was  born  la  Russeliville,  Alabama  m  i:?-8  ana  ncv.id  t:3  Cincinnati 
vh^>n  I  was  15.     When  I  graduated  from  high  schooT  ,   ^  tcc<  out  an  ac 
in  the  newspaper  which  said,  as  I  recall,   "High  School  Craduato  So  iking 
jQb  Of  \ny  Kind."     Joe  3u3ken  called  me  up  ond  irvited  me  m  for  an 
inceryi-fw. 

I  -+;arte'i  wihh  auEk^n's  in  1956.     The  folxov7inv7  >ear,  I  started 
irivmg  one  of  tho  Company's  d  ^  Lvery  trucks.     One  of  the  dx '.Vi^.rs  had 
1-jf t  =\nd  Joe  Bus'  ^n  cill-^^^  r\e  into  nis  office  and  asked  how  I  felt 
locut  d -ivirg  a  truck.     I  asked  him,  do  you  think  I  can?     And  he 
"nswereJ.  xf  I  .^liin't  I  would  net  have  asked  ycu.     T  told  him  I  dicn't 
know  hew  to  drive  a  st^.ndard  shift,  and  he  told  me  to  ;3u3t  go  out  and 
try.     That         Monday.     A  tVw  lays  lat^r,  Mr.  Bus^-en  asked  how  I  was 
progressing  and  I  tcld  hir>  X  didn't  think  I  was  ready  to  take  the  truck 
oat  b/  lystlf  yc"-.  sjiid,  well,  you  bottar  get  ready  oecause  on  Friday, 

you're  ^laking  the  trip  on  your  own.     3y  Friday,  I  was  ready  to  go. 
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I  assumed  m/  present  position  as  Distribution  Manager  m  1974.  Today, 
I  am  42  years  oic»  and  have  been  mam  lod  for  twenty- three  years,  I 
have  four  childror  ,  two  sens  ind  two  daiugnters.     One  of  my  daughters 
IS  a  anadent  at  the  University  of  Cincinnati  and  is  learning  to  be 
a  respiration  therapist. 

i  hav.-  had  ;]ofa  offer'*  from  other  coir.panit^s /  but  I  have  decided 
to  renaia  -/ht!»o  I  am,  vith  tre  people  who  ^  gave  me  tha  first  of  many 
opportunities  to  have  a  very  succ3£i,ful  ::areer. 

And  although  I  am  certain'/  very  oroud  of  my  own  accompli3h.T.ents, 
I  am  well  aware  tnat  I  am  net  unique  or  jnusual.     I  know  quite  a 
number  of  people  for  whoui  getting  a  ]ob  m  the  first  plac*,»  v/as  far 
more  iirj^.or-int  than  the  vcr.<   _to<:lf  or  t.ie  starting  pay.     These  p»^ople 
knt»v«  t'Tit  it  W'-^s  only  th"  beg mn fig  and    hat  thv^y  coald  make  some- 
thjrg  of  their  liv^^s,,   it  given  the  chance.     That  is  why  the  job  was 
the  mc?'    linportant  th:  ng  —  i*:  jive  t.icm  chei^  chance,   it  gave  thorn 
tneir  oL.portun  . 

And  ta?':  is  why  i  a^-rti?d  tu  corr.t^  here  today  and  toll  you  a  little 
about  rr.yse-i:.     Than<  you  5:^-  inviting  tip  here   -bi4  Tcrnmq" 


ERIC 


41 


1  '» 


4UG 

Senator  Nickles.  Thank  you  very  much.  Mr.  Suggs.  I  welcome 
you  particularly  because  you  have  been  able  to  shed  some  light 
that  other  witnesses  to  date  have  not.  I  thmk  you  are  to  be  com- 
mended. 

Mr.  Ahem,  do  you  have  a  couple  of  comments  you  would  like  to 
make? 

Mr.  Ahern.  Yes,  I  do,  Mr  Chairman.  Thank  you  for  allowing  me 
to  be  here.  My  name  is  Mike  Ahern.  It  says  "Michael  W./'  and  I 
only  get  that  when  my  mom  is  mad  at  me 

I  am  here  testifying  on  behalf  of  the  Society  of  American  Florists 
and  I  would  like  to  give  you  a  little  information  about  that;  some  of 
it  is  in  the  testimony  here.  We  are  an  association  of  very  small 
businesses;  retail,  wholesale,  growers,  suppliers — anything  to  do 
with  the  floral  industry  in  cut  flowers,  plants,  flowering  plants, 
bedding  plants,  or  anything  to  do  with  flowers. 

The  reason  that  is  important  is  that  there  are  26,000  producers 
of  cut  flowers  and  plants  in  the  country.  Only  2,600  of  them  do 
more  than  $100,000  gross  a  year.  There  are  29,000  retail  florists  in 
the  country,  roughly;  these  are  all  estimates.  The  average  total 
retail  sales  per  store  was  about  $100,000,  and  that  is  an  estimate.  It 
was  $85,000  a  couple  of  years  ago.  The  florist  industry  has  not  been 
very  strong,  so  that  the  gross  volume  is  not  increasing  rapidly. 

I  think  we  can  shed  a  little  light.  I  am  a  retail  florist;  I  am  a 
third  generation  of  our  family  in  Akron  and  the  fourth  generation 
in  the  flower  industry.  We  have  been  doing  it  for  a  Jong  time.  The 
first  job  I  had  was  out  behind  the  greenhouse  shoveling  manure 
into  a  shredder.  I  do  not  know  that  there  is  a  whole  lot  further 
down  than  that. 

Senator  Nickles.  Did  you  get  paid? 

Mr.  Ahern.  Yes,  I  think  I  got  50  cents  an  hour  at  that  point,  but 
it  was  a  number  of  years  ago.  But  I  also  got  something  out  of  that, 
and  it  is  something  that  I  want  my  kids  to  have  and  something  I 
would  like  every  kid  to  have.  I  had  a  job.  When  I  was  10  years  old, 
I  got  a  job  working  for  a  landscaper  I  do  not  even  remember  how 
much  I  got;  it  does  not  really  matter.  I  have  always  worked  and  I 
have  always  had  the  opportunity  of  doing  something  for  myself. 

We  have  participated  in  distributive  education  programs  in  our 
city.  In  the  last  2  years,  we  have  had  to  stop  doing  that  for  two 
reasons.  One  is  that  it  involves  the  minimum  wage,  but  on  a 
slightly  different  tact.  The  minimum  wage  was  too  much;  I  was 
willing  to  pay  it  anyhow.  But  what  happens  with  the  thing  is  that 
it  sheds  itself  through  the  entire  organization  that  we  have. 

Everybody  in  our  employ— and  we  have  two  stores — knows  when 
somebody  is  productive  and  they  know  when  somebody  is  not  pro- 
ductive. They  know  when  they  are  earning  their  money  and  when 
they  cannot  possibly  be  earning  their  money,  and  that  reflects 
itself  through  the  entire  organization. 

When  we  have  a  young  man  in — and  we  have  had  young  men 
and  women — and  they  are  making  the  minimum  wage  and  they 
are  not  earning  it,  which  I  do  not  think  any  unskilled,  untrained 
person  possibly  can  in  an  entry-level  job  as  a  teenager,  it  reflects 
all  the  way  through  and  other  employees  say,  "Well,  fine;  if  they 
are  making  this  wage  and  you  are  willing  to  pay  that,  how  come 
you  are  not  paying  me  more?" 
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So.  it  ends  up  reflecting  itself  throughout  the  organization  and  I 
have  to  either  not  to  do  it-well,  basically,  what  happens  is  that  I 
just  do  not  do  it. 

rnl^LHr^  hired  teenagers  to  do  things  around  the  store  that 
currently  are  not  being  done.  Now,  we  would  kind  of  like  to  have 
them  done,  but  we  can  get  along  without  them.  In  n-y  area,  we  are 
in  the  center  city.  We  have  a  number  of  people  come  in,  and  I  have 
had  probably,  in  the  last  2  or  8  weeks,  half  a  dozen  black  children 
come  in  and  say  to  me.   Give  me  a  job  at  any  rate,"  which  I  cannot 

JrZ°rU^  'It  ^^^"^  ^  ^^^y  be  working 

primarily  with  me  We  are  a  very  small  organization.  So,  what  are 
they  going  to  do.>  They  are  going  to  work  with  me;  we  are  going  to 
do  the  maintenance  work.  They  are  goinp  to  lean,  how  to  use  a 
hammer  and  repair  some  of  the  things,  and  do  a  lot  of  the  mainte- 
nance jobs.  But  they  are  going  to  get  a  lot  ol  supervision  from 
somebody  and  learn  how  to  work. 

Very  seldom  do  they  stay  with  us  for  6  months.  In  6  months, 
they  have  learned  how  to  work.  They  now  have  a  job;  they  know 
they  have  to  show  up  on  time  and  they  know  they  have  to  work 
when  they  are  there.  They  have  learned  enough  that  they  go  get 

tffn^^^l  J  ^^^J  "'u"^"y        ^        ^^^^      more  than  I  can 

attord  to  pay  them.  But  they  are  now  out  in  the  work  force.  It  mav 
be  the  first  opportunity  they  have  ever  had,  and  maybe  a  lot  of  the 
people  in  their  families  have  not  had  a  lot  of  opportunity 

1  would  like  to  give  it  to  them,  but  I  cannot  under  the  circum- 
stances we  have  now. 

Senator  NiCKLEs.  Let  me  just  ask  you  a  question,  and  I  will  ask 
the  rest  of  you  questions  too. 

You  are  not  niandated  to  be  under  the  minimum  wage  law 
presently,  are  you?  ^ 

Mr.  Ahern.  Yes,  we  are;  we  are,  in  volume.  There  is  also  a 
question  now  as  to  whether  not.  by  interstate  commerce,  we  are 
because  almost  every  flower  shop  has  at  least  one  wire  service' 
which  means  we  are  transmitting  orders  back  and  forth  across 
State  lines.  Whether  or  not  that  technicality  makes  us  subject  to 
the  laws  has  not  been  decided.  But,  in  effect,  we  are 

Now,  we  have  been,  as  a  matter  of  course,  in  the  city,  anyhow  If 
there  is  no  law  that  specifically  says  that  there  is  a  subminimum 
wage  tor  teenagers,  from  the  standpoint  of  the  society  around  us 
we  cannot  use  it. 

I  am  probably  one  of  the  larger  retail  florists,  and  we  are  quite 
small  1  am  hero;  most  of  them  cannot  be  here.  They  are  not  going 
to  go  through  a  process  of  certification;  they  are  not  going  to  apply 
to  p,iy  department  anywhere  to  get  a  permit  to  hire  people  at  less 
than  the  minimum  vage.  If  it  is  not  possible  for  them  to  do  just 
simply  because  the  law  says  we  cannot  do  it,  they  will  not  do  it. 
1  hey  just  do  not  have  the  t-rertise  and  are  not  going  to  take  the 
time  to  go  through  the  redtape  and  the  paperwork 

Senator  Nickles.  I  can  understand  that.  I  can  see  under  the 
interstate  commerce  clause  where  you  could  be  subject  to  this  I 

Ifi^!  erf.y?'^,?^  ^^^ought  is  that  if  the  minimum  wage  is  $l.fiO 
or  If  It  IS  t.iat  IS  what  it  is;  even  though  a  p^iticular  firm 

may  be  exempt,  it  is  possibly  crowding  a  few  people  out. 
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How  many  peoplt  do  you  have  working  for  vou^ 

Mr  Ahkrn  We  have  2o  employees  in  'J.  stores 

Senator  Nicklks  Let  us  say  we  had  an  exemption  lor  teenagers 
under  the  minimum  wage.  Would  you  hire  more  kids  to  train 
t'lem,  as  you  said? 

Mr  Ahern.  We  would  very  likely  hire  two  of  them,  one  at  each 
store  We  had  distril^ulive  education  kidb  beiore  that  we  have 
discontinued  Even  at  $2  .30  an  hour,  as  to  whether  we  would  get  a 
•f^.-^O-an  hour  benefit  out  of  them,  to  be  honest  I  really  do  not  care. 
They  have  to  work  \n  order  to  get  some  money  and  they  have  to 
work  in  order  to  earn  their  money  It  is  not  fair  to  them  for  me  to 
brinti  them  m  and  have  them  just  sit  there,  because  they  have  not 
learned  what  they  are  supposed  to  learn 

But  I  can  afford  enou^^h  to  keep  a  couple  of  kids  on,  and  maybe 
they  are  gomg  to  rotate  That  is  great;  thai  means  they  went  out 
and  got  a  job  someplace  else  for  more  money  and  have  accom- 
plished what  I  am  after. 

[The  prepared  statement  of  Mr.  Ahern  follows*] 
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Mr.  Chalrnian.  my  name  is  Michael  W.  Ahern.    I  cm  a  third- 
generation  retail  florist  from  Akron.  Ohio  and  i  on  testifyinn 
today  on  L  half  of  the  Society  of  American  Florists  (SAD 
where  I  se  ve  currently  qs  a  member  of  SAP's  Government  Affairs 
Committee.    I  am  also  a  Past  member  of  the  SAP  Retailers  Council. 

SAP  is  the  national  trade  association  rePrtsentinn  all 
segments  of  the  floral  industry      nrowers.  wholesalers,  and 
retailers  of  fresh  flowers,  nreen  plants,  beddinci  Plants,  florist's 
greens,  and  all  other  floral  products     an  industry  truly 
representative  of  small  business.   Throunh  membership  and 
affiliation  SAP  represents  over  90  percent  of  the  commercial 
floriculture  industry.   Ploral  Products  are  nrown  for  the 
American  consumer,  for  use  in  improvino  the  home  and  office 
environments,  for  sentimental  expressions  of  love,  sympathy,  or 
congratulations,  and  numerous  other  reasons.   Plowers  and  Plants 
replace  the  concrete  and  plastic  barriers  around  us  and  brinn 
the  beauty  of  the  outdoors  Inside. 

I  am  particularly  pleased  to  be  able  to  testify  in  support 
of  the  concept  of  a  youth  minimum  wooe  embodied  in  the 
legislation  you  are  currently  considerino      Senate  tills  3*48. 
'i30.  and  658.  to  anend  the  Pair  Labor  Standards  Act  of  1938. 

In  January.  1980.  the  floral  industry  was  privilened  to 
send  a  representative  as  a  delegate  to  the  White  House 
Conference  on  Small  Business  here  in  washinoton.   As  I  om  sure 
you  are  already  aware,  the  result  of  that  Conference  was  a 
list  of  fifteen  high  priority  recommendations  to  help  identify 
the  many  special  Problems  facing  snail  business  and  to  desinn 
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an  agenda  to  address  them  in  o  constructive  way,    i  oni  Pleased  to 
report  that  at  least  one  of  those  fifteen  recomnendations  has 
been  translated  Into  legislation  and  enacted  In  low.  But 
another  of  the  fifteen  high  priority  recommendations  which  warrants 
your  most  immediate  and  thorough  consideration  concerns 
establishing  a  sub-mlnlmum  wage  for  teenage  employees. 

It  Is  particularly  appropriate  that  the  floral  Industry 
endorse  the  concept  of  a  youth  minimum  woae  since  oil  seoments 
of  our  Industry  -  that  is,  growers,  wholesalers,  and  retailers  — 
tradltionolly  hove  drown  on  important  portion  of  their  labor 
from  the  teenage  segment  of  the  labor  force. 

Whether  it  be  the  grower  who  hires  the  youna  errplo^'ee  for 
work  in  the  greenhouse  or  fields,  or  the  wholesaler  who  hires 
teenagers  for  loading  dock  work  or  pickups  and  deliveries, 
or  the  retailer  who  can  use  the  young  worker  for  drlvlnn  the 
delivery  van  or  a  myriad  of  other  duties,  the  floral  Industry 
could  put  a  significant  port  of  this  basically  unskilled, 
untested,  and  chronically  unemployed  segment  of  Pmnca's 
labor  force  to  work  in  a  productive  .ay,  without  reploclno 
any  existing  eiioloyee, 

But  there  is  one  problem,   yJiong  with  tiie  cost  of 
merchandise,  labor  costs  remain  the  number  one  operating 
expense  in  oil  segments  of  the  floral  industry.    The  current 
minimum  wage  actually  discourages  those  of  us  In  the  floral 
industry  from  hiring  teenaged  workers  by  compel  I  Inn  us  to 
pay  more  than  the  unskilled  and  untrained  employee  Is  worth, 
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The  nature  of  our  industry  demands  a  ready  supply  of  Part-time 
or  temporary  employees  in  preparation  for  and  durinn  the  peak 
business  seasons  of  the  year.   Many  of  these  people  could  be 
unskilled  students  or  unemployed  teenagers,  but  it  is 
impossible  to  pay  these  workers  the  minimum  wane  without 
raising  the  Prices  of  our  products  —  and  that  is  inflationary. 
How  much  higher  can  Prices  go  before  areat  numbers  of 
consumers  stop  buyim  flowers  and  Plants? 

Consequently,  floral  industry  employers  can't  afford  to 
hire  the  young  people  they  need.   As  a  result  the  younn 
people  don't  get  the  Jobs  and  the  income  they  need.  This 
Is  happening  today      at  a  time  when  we  all  bemoan  our  la<^ninn 
Productivity  rate.    I  can  tell  you.  members  of  the  committee, 
the  floral  Industry's  Productivity  would  increase  if  we  could 
afford  to  hire  the  young  people  we  need  to  do  the  job!  And 
without  a  doubt,  if  we  could  pay  these  young  workers  less 
than  the  current  minimum  wage,  we  could  afford  to  keep  them 
employed  longer.    In  our  Industry  there  is  always  somethino  to 
be  done. 

Young  people  today  have  a  pretty  difficult  time  nettinn 
started  in  the  Job  market,  particularly  those  without  hinher 
education.   But  after  they  get  a  Job  and  have  had  it  for  a  few 
years  they  Progress,  they  become  productive  members  of  the 
American  labor  force.    It  is  in  their  best  interest  to  net 
work  experience  even  at  a  differential  wane  —  just  to  net 
the  experience.   Many  of  the  youth  labor  force  are  not  narried 
and  they  may  live  at  home;  they  may  have  less  personal 
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expenditures  and  they  can  afford  to  oo  throunh  an  apprenticeship 
period.  If  you  wllL  Just  as  many  of  us  did  In  our  learnlno 
years.    It  would  be  progress  to  give  them  the  opportunity. 
But  under  the  current  minimum  wage  system,  the  economics  of 
the  situation  won't  allow  us  to  give  them  the  opportunity. 
And  1  think  everyone  recognizes  that  untrained,  unskilled 
young  people  constitute  a  serious  social  as  well  as  econon^lc 
Problem.   The  unemployment  rate  of  these  new  entries  into  the 
nation's  workforce  continues  to  Increase  at  an  alarmlnn  rate. 
If  a  significant  number  of  them  are  not  employed  by  the 
floral  Industry,  It  Is  because  our  highly  cometltlve, 
labor-intensive  industry  cannot  afford  them  at  today's  minlnum 
wage  rate. 

In  conclusion,  I  urge  the  coimlttee  to  act  favorobly 
on  a  youth  minimum  wage,    if  the  Congress  will  act  on  this 
Issue  and  mak°  It  economically  possible  to  eiroloy  younn  workers, 
we  can  put  many  of  these  young,  potentially  productive  oeople 
to  work.   At  a  time  when  we  are  all  working  to  turn  our 
country  around  and  get  on  the  road  to  economic  recovery, 
anything  less  will  only  aggravate  an  already  serious  problem. 

Thank  you,  Mr.  Chairman,  i  would  be  haPPy  to  try  to  onswer  any 
questions  the  members  of  the  Committee  nay  have. 
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Senator  Nickles  Mr.  Sloop,  you  mentioned  that  you  would  favor 
the  75-percent  youth  differential.  Does  that  appeal  to  you  more 
than,  say,  the  exemption  for  teenagers?  I  was  just  wondering,  since 
we  have  a  couple  of  different  proposals,  which  one  appeals  to  you 
the  most. 

Mr.  Sloop.  Well,  I  would  like  to  have  the  75-percent  differential 
for  any  age  group  of  people  that  are  going  into  the  job  market,  but 
particularly  teenagers.  Our  experience  has  been  that  we  can  bring 
these  people  in,  and  frequently  they  do  advance. 

We  have  one  young  man  that  we  are  grooming  now  for  produc- 
tion manager  who  came  with  us  as  a  teenager;  he  worked  for  the 
subminimum  wage. 

I  would  like  to  say  also.  Senator,  that  the  subminimum  wage  will 
create  some  jobs.  It  is  not  always  a  certainty  as  to  how  many 
people  a  business  needs.  In  the  retail  business,  when  I  get  ready  to 
determine  how  many  people  I  am  going  to  need  on  a  given  Satur- 
day for  people  in  our  sales  store,  I  do  not  really  know. 

If  I  can  employ  these  people  at  a  lesser  rate  to  begin  with,  then 
we  are  more  apt  to  take  a  chance  on  having  more  people  there  and 
maybe  extending  our  hours.  Also,  I  would  like  to  say  that  very 
infrequently  do  these  people  remain  at  this  subminimum  wage.  At 
this  particular  time,  we  have  several  teenagers  working  for  us  and 
none  of  them  are  making  less  than  the  minimum  wage  because 
they  have  been  advanced  because  of  the  productivity  that  they 
have  in  the  job. 

Senator  Nickles.  You  mentioned  something  else  very  positive,  I 
think.  As  a  businessman,  you  felt  like  it  would  be  ludicrous  or 
stupid  or  uneconomical  to  displace  or  replace  existing  personnel 
and  bring  in  somebody  cheaper  because  of  the  problems  it  would 
cause  you  through  unemployment  and  through  possible  labor  tur- 
moil. You  would  have  other  employees  that  would  be  upset  if  that 
would  happen,  and  you  would  possibly  have  unionization  if  you 
were  on  a  bigger  scale,  and  so  on. 

I  think  that  is  a  point  you  made  which  is  very  well  taken.  I  think 
most  employers  would  have  more  sense  than  to  do  something  that 
silly. 

Mr.  Sloop.  That  is  very  true. 
Senator  Nickles.  Mr.  Panaro. 

Mr.  Panaro.  In  response  to  your  question  about  what  bill  we 
would  support,  probably  our  favorite  would  be  the  one  that  you 
have  introduced,  particularly  if  we  could  get  the  age  limit  lifted  to 
19  rather  than  IS,  because  in  the  retail  baking  industry  we  have 
another  problem  with  the  Wage  and  Hour  Division's  Harzardous 
Occupational  Order  No.  11,  which  prohibits  people  16  and  17  from 
working  around  power-driven  bakery  equipment.  So,  that  is  a  limi- 
tation. 

Then,  after  that,  we  would  prefer  Senator  Hatch's.  Senator 
Percy's  would  be  our  last  choice. 

Senator  Nickles.  I  see.  Well,  part  of  the  reason  for  the  18  is 
because,  as  you  know,  the  act  does  prohibit  individuals  16  and  17 
from  working  in  an  abundance  of  jobs,  many  of  which  are  question- 
able as  far  as  their  potential  hazard,  I  worked  in  a  place;  I  guess, 
legally,  I  was  illegal  to  work  there,  you  know,  for  years. 
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You  mentioned  that  the  student  thing  has  not  been  much  of  a 
help  primarily  because  of  the  redtape,  as  Mike  mentioned.  Do  you 
think  we  should  abolish  that  part  of  it,  regardless  of  what  we  do?  It 
is  a  dubious  distinction  or  value,  in  my  opinion.  I  would  agree  wHh 
Mike  that  a  lot  of  people,  when  it  comes  to  filling  out  another 
form,  are  not  going  to  want  to  send  one  in. 

Mr.  Panaro.  Well,  the  first  thing  that  ought  to  be  abolished  is 
the  limitation  on  six  students.  Now,  under  the  1977  amendments, 
that  application  or  certification  form  was  supposed  to  have  been 
simplified  to  require  nothing  but  name  and  address  and  time  in 
business.  Apparently,  that  simplified  form  has  not  filtered  down, 
because  many  of  our  people  report  filling  out  the  longer  form.  So, 
the  form  should  definitely  be  simplified. 

Senator  Nickles.  One  final  thing.  Mr.  Suggs,  you  made  a  state- 
ment that  I  think  I  will  remember  and  that  has  not  been  stated. 
You  said,  ';Give  us  a  chance."  During  the  last  few  days,  I  have  said 
"opportunity,"  but  you  were  saying,  *'Give  us  a  chance.*'  Regardless 
of  what  the  price  was,  that  was  not  your  primary  concern;  it  was 
getting  involved  in  the  marketplace  and  giving  that  person  a 
chance  to  pull  himself  up,  as  you  and  others  have  done. 

I  was  also  impressed  by  the  fact  that  you  said  your  daughter  is 
going  to  a  university. 

Mr.  Suggs.  Yes. 

Senator  Nickles.  So,  not  only  did  it  raise  you  up,  but  you  have 
started  a  whole  chain  of  events  that  will  enhance  the  economic 
livelihood  of  many  people.  I  really  think  you  are  to  be  commended 
for  it  and  I  loved  the  phraseology  that  you  used  as  far  as  "let  us 
give  some  of  these  young  people  a  chance." 

A  lot  of  the  argument  that  we  have  been  debating  back  and  forth 
has  been  about  whom  this  will  benefit.  Is  it  going  to  benefit 
McDonald's  or  is  it  going  to  benefit  the  young  people?  My  purpose 
in  being  interested  in  promoting  this  legislation  does  not  have 
anything  to  do  with  "XYZ"  company;  it  has  something  to  do  with 
trying  to  give  people  a  chance.  So,  I  appreciate  that. 

Mr.  Panaro.  And  I  think  the  fact  that  McDonald's  is  not  here 
and  we  are  says  something,  too. 

Senator  Nickles.  Well,  listen,  we  appreciate  >our  input  in  this 
area.  As  you  can  tell,  there  is  a  very  divided  philosophy  on  this 
particular  issue;  it  is  very  controversial.  But  at  least  for  the  unem- 
ployed teenagers,  it  is  an  issue  where  it  is  time  to  make  a  change. 

I  appreciate  your  input  very,  very  much.  Thank  you. 

Ladies  and  gentlemen,  the  record  will  be  kept  open  until  April 
10,  and  if  any  persons  wish  to  submit  additional  information,  we 
will  be  happy  to  receive  it. 

At  this  point  I  order  printed  all  statements  of  those  who  could 
not  attend  and  other  pertinent  material  submitted,  for  the  record. 

[The  material  referred  to  follows:] 
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Statement  fcr  the  Record  of 

MAUDINE  R.  COOPER 

VICE  PRESIDENT 

NATIONAL  URBAN  LEAGUE,  INC. 

before  the 

Subcoamittee  on  Labor 

Senate  Committee  on  Labor  and  Human  Resources 
on 

Subminimun  Wage  Proposals 

Dirksen  Senate  Office  Building 
Room  4232 

March  24  ^  25 


The  Office  of  the  Vice  President  for  Washington  Operations  of  the  National 
Urban  League  takes  this  opportunity  to  submit  for  the  record  testimony  on 
current  s,ubminimujn  wage  proposals.    The  National  Urban  League  is  a  non- 
profit community  service  organization.    Through  our  network  of  116  affili- 
ates  in  34  states  nationWde  we  seek  equal  opportunities  for  the  poor  and 
minorities  in  all  sectors  of  our  society.    Because  of  this  commitment  to 
the  disadvantage,  we  welcome  this  opportunity  to  forward  comments  on  an 
issue  so  relevant  to  the  future  of  our  constituents. 

The  National  Urban  League  has  opposed  an  expanded  youth  differential  since 
it  was  first  discussed  seriously  in  the  91st  Congress.    Although  subminimum 
wage  legislation  has  been  introduced  m  each  Congress  since  1971,  none  of 
it  has  oecome  law  -  for  reasons  we  believe  are  stiU  relevant  and  sound. 
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The  present  proposals  (S.348,  S.340  and  S.658)  embody  the  youth  differential 
concept  based  on  one  major  assumption:    the  cause  of  high  youth  unemployment 
is  the  minimum  wage.    The  bill  permits  a  subminimum  wage  rate  for  all  youth 
16-19  years  for  a  specified  period,  eg.  six  months.    Proponents  allege  that 
employers,  will  hire  more  youth  if  a  lower  wage  rate  is  applicable  and  that 
more  youth  will  indeed  accept  these  lower  paying  jobs- 

Inherent  in  this  argument  is  the  idea  that  coverage  of  young  workers  by 
mimimum  wage  standards  is  universal  and  widespread.    The  fact  is  that  the 
Fair  Labor  Stnadards  Act  of  1938  (FLSA)  and  its  amendments  legally  exempt 
a  large  portion  of  young  workers  from  coverage.     FLSA  permits  a  youth 
differential  for  "student  learners/'  "student  workers"  and  "full-time 
students."    The  Act  also  exempts  retail  and  service  establishments  with 
annual  sales  under  $32S,000. 

The  small  business  exemption  is  particularly  significant  when  given  the 
fact  that  small  business  in  the  major  source  of  new  job  development.  A 
recent  MIT  study  (1979)  on  Neighborhood  and  Regional  Change  concluded  that 
100"!  of  all  net  new  jobs  are  created  by  small  businesses. 

According  to  US  Labor  Departnient  data,  there  are  aoout  3.9  million  workers 
today  who  are  legally  exempted  f rom  j-he  minimum  wage  --  and  they  are  over- 
whelmingly young  people.    About  2  million  are  non-farm  workers;  600,000 
are  domestic  workers;  S75,000  are  farm  workers  and  800,000  are  handicapped 
or  trainees.    Among  the  non-farm  workers,  512,000  are  youth  working  in  high 
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schools  and  colleges;  279.000  are  workers  in  other  institutions,  such  as 
hospitals  and  231.000  .re  youth  working  in  retail  and  service  establishn>e 

During  FY  1979.  the  Labor  Department  authorized  a  total  of  35.517  exemption 
certificates  that  pennitted  a  raaxiraum  hiring  of  517.303  persons  at  sub- 
«ini»u»  wages.    The  bulk  of  these  exemptions  applied  to  the  hiring  of  full- 
time  students.     Since  a  total  of  8  milUon  young  people.  16-19  years  old 
were  employed  in  1979.  it  is  evident  that,  even  if  the  authorized  certi- 
ficates were  fully  utilized,  that  only  a  small  percenta,,  of  teenagers  were 
employed  as  a  result  of  the  exemption  certificates. 

An  in-depth  Labor  Department  study  of  utilization  patterns  of  the  sub- 
minimum  wage  differential  revealed  that  the  majority  of  the  firms  that  re- 
ceived exemption  certificates  failed  to  use  most  of  the  manhours  that  the 
were  authorized.    This  study  found  that  over  half  (56'.)  of  the  4.615  fx 
that  received  certificates  to  hire  full-time  students  at  the  subminimum 
wage  in  1970  either  used  less  than  half  (34%)  of  their  authorization  or  did 
not  use  the  exemption  certificates  at  all  (21'.}.    Only  13  percent  of  the 
firm.s  used  90  percent  or  more  of  the  manhours  they  were  permitted.  Three- 
fifths  (5S°.)  of  the  36  million  manhours  that  were  authorized  were  not  used 
at  all. 

A  majority  of  these  firms  (52».)  explained  that  they  were  fully  staffed  and 
found  that  they  could  not  accommodate  as  many  young  people  as  they  originally 
expected.    About  one-fifth  indicated  they  could  not  fill  their  quotas  because 
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they  could  not  find  young  people  who  were  willing  to  work  at  these  wages 
or  that  they  were  not  satisfied  with  the  youth  they  hired  and  had  to  let 
them  go.    Another  one-fifth  of  the  firms  said  that  record-keeping  and 
certificate  restrictions  hindered  them  from  hiring  laore  youth. 

Given  the  fact  that  tuere  is  already  a  substantial  youtli  differential  that 
is  underutilized  by  employers,  there  is  no  evidence  thiit  these  same  employers 
will  create  new  positions  on  the  basis  of  an  expanded  differential. 

Another  issue  that  must  be  raised  in  considering  these  proposals  is  dis- 
placement.   Adult  workers  who  are  being  paid  subniininium  wages  qre  dis- 
proportionately black.    An  mdepth  study  of  the  characteristics  of  workers 
paid  in  vio^  ition  of  the  federal  minimum  wage  conducted  by  the  Workplace 
Standards  Administration  of  the  US  Department  of  Labor  during  1969-70 
revealed  that  white  subminimum  wage  workers  were  more  likely  to  be  young 
people  ana  secondary  wage  earners,  while  black  subminimum  wage  workers 
were  more  likely  to  be  adults  c*nd  primary  wage  earners.    About  two-fifths 
(37%)  of  white  subminimum  wage  earners  in  covered  establishments  were  19 
years  and  under,  compared  to  only  one-fifth  (18%)  of  black  subminimum  wage 
earners  were  39  years  old.    Moreover,  almost  three- fifths  (56%)  of  black 
subminimum  wage  workers  were  primary  earners,  compared  to  only  one-third 
(35%)  of  white  subminimum  wage  earners. 

Findings  strongly  suggest  that  black  adult  primary  earners  would  have  the 
most  to  lose  from  an  expanded  youth  differential.     Since  such  a  differ- 
ential would  legalize  the  payment  of  subminimum  wages  to  most  young  people 


ERIC 


420 


black  adults  who  are  currently  being  illegally  paid  bubminimuin  wages  would 
be  the  group  most  likely  to  be  displaced  first  by  young  people  or,  at  the 
very  lease,  continue  to  be  paid  illegal  subrainimum  wages.    Clearly,  many 
adults  who  are  primary  earners  of  families  would  opt  to  continue  to  receive 
subniinimum  wages  rather  than  have  no  job  at  all.    On  the  other  hand,  since 
the  subminimum  wage  workers  among  whites  are  disproportionately  youthful 
secondary  earners,  an  expanded  youth  differential  would  tend  to  more  likely 
displace  other  secondary  youth  workers  among  whites. 

We  should  also  be  cognizant  of  the  fact  that  the  majority  of  unemployed 
youths  —  blacks  and  other  minorities  —  are  concentrated  in  inner  city 
areas.    These  are  presumably  the  youths  targeted  by  the  present  subminimuiii 
wage  proposals.    Yet  the  fact  is  that  the  most  of  the  jobs  are  no  longer  in 
central  cities,  but  have  relocated  in  suburban  areas  well  outside  distressed 
areas.     It  is  logical  to  assume  then  that  the  youth  who  would  most  benefit 
from  newly  created  positions  would  be  those  to  whom  the  jobs  are  most  acces- 
sible. I.e.  white  suburban  youth. 

Thus,  a  broadened  youth  subminimum  wage  is  likely  to  have  differentia! 
consequences  among  low-wage  blacks  and  whites.     It  would  most  likely  result 
(a)    first,  u\  the  displacement  of  adults,  particularly  blacks,  who  are 
currently  being  paid  subminimum  wages  in  violation  of  federal  minimum  wage 
guidelines;     (b)    second,  in  the  displacement  of  somewhat  higher-paid  adul* 
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subffiinimuin  wage  workers  in  establishments  not  covered  by  minimum  wage  and, 
(c)    third,  in  the  retention  of  adult  primary  earners  who  are  willing  to 
be  paid  submmiraum  wages  in  violation  of  the  minimum  wav^^  provisions  rather 
than  have  no  jobs  at  all. 

rhe  three  bills  m  question  (S.348,  S.340  and  S.658)  all  contain  provisions 
stating  that  substitution  of  youth  workers  for  older  woikers  would  constitute 
a  violation  of  the  act.    The  crucial  question  is,  of  course,  how  will  these 
provisions  be  enforced''    Ilow  practical  is  it  to  assume  that  displaced 
workers  can  prove  that  they  were  terminated  because  of  the  enactment  of  a 
youth  differential?    How  easy  is  it  for  experienced  Ph.D.'s  to  prove  they 
were  denied  tenure  in  fa^or  of  less  experienced  lower-salaried  researchers*^ 

The  National  Urban  League  does  not  support  a  youth  differential.  The 
basis  of  sucli  proposals,  we  believe,  is  unstable  and  unsound.    There  is 
no  'evidence  that  a  new  subminiraura  youth  differential  should  be  enacted 
when 

(1)  legal  subminiiTura  differential  for  young  unskilled  workers 
has  been  in  existence  since  1938; 

(2)  the  overwhelming  majority  of  firms  have  not  even  used  the 
existing  differential  to  hire  more  youths,  and 

(3)  if  the  existing  differential  weie  expanded,  white,  and  not 
black  vouth  would  be  the  ir.un  beneficiaries 
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Honorable  D«q  Nicklea 
United  Statea  Senate 
Waahington,  d.C,  20510 


Dear  Senator  Nicklea; 


The  Senate  l^or  «nd  Hunan  Rcaourcca  4 
Connlttee  haa  infonaad  me  that  taatlwny  re  the  1 
propoaed  changea  in  the  qdniwm  vage  noor,  including 
your  own  bill,  can  be  aubmitted  up  and  thru  April 
10.      I  would  like  to  aubmlt  the  attached  atataoiant 
for  Dr.  Mount  and  myaelf  and  aak,  that  each  one  of 
ua  be  mailed  a  copy  of  the  printedhearinga  when  thev 
are  available. 

I  appreciate  your  wlllingneaa  to  aerve  In 
high  office  and  would  hope  to  hove  further  intar- 
action  with  you  on  iaauea  in  the  future. 

With  allgood  wiahea,  I  remain 


4187  Blenheim  Rd. 
Louitvilla,  Ky.  40207 
April  6,  1981  , 
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imnvn  paper 


ASSOCXATION  FOR  SOCIAL  ECONOKICS 


Tha  Association  for  Social  Econonlcfl  was  founded  In  19til  and  began 
publishing  the  REVIEW  OP  SOCIAL  ECOKOMT  In  I9b2.    The  Association  (A5£)  is 
a  voluntarx  group  of  professional  persons  engaged  In  econoodcs  and  allied 
fields  uho  are  concerned  with  questions)  within  the  proper  purview  of  eco- 
noolosy  of  faunan  dignity^  social  responsibilities^  llbert-  ,  freedom  of 
choicej  ju8tice>  order^  equitjy  security^  power  and  values*    Itj  therefore^ 
welcooes  as  Members  all  persons^  irreepective  of  political  philosophy  or 
religious  persuasion  y  who  share  aS£*s  conviction  that  the  insights  from 
econonlcs  and  allied  sciences  are  intrinsically  connected  with  the  well- 
being  of  all  persons  and  all  groups  in  a  free  society.    ASE's  doors  are 
equally  open  to  all  idio  espouse  its  intellectual  values  of  honesty  in 
researchy  reasonablmeas  in  discussion^  and  emphasis  on  the  prlnacy  of 
the  human  person.    All  members  also  share  a  common  concern  for  the  ethi* 
cal  and  social  Implications  of  their  findings  and  recommendations. 

The  Association's  aims  include: 


1)  fostering  research  and  understanding  in  the  area  of 
social  economy; 

2)  promoting  the  exchange  of  ideas  and  insights  among 
its  members  across  disciplinary  lines; 

3)  atimulating  constructive  dialogue  with  other  profes- 
sional persons  in  academlaj  business >  labor  and  govern- 
ment* 


In  pursuit  of  these  aimsy  ASE  espouses  no  ideology^  takes  no  advo- 
cacy positions  nor  seizes  as  a  tool  for  any  special  interests.    From  its 
beginning^  this  Association  has  fostered  analysis  of  current  socio-econo- 
mic issues  in  both  their  theoretical  and  practical  dimensions*    As  an 
additional  service >  ASE  is  committed  to  assisting  its  members  in  triaking 
their  professional  expertise  and  views  available  in  public  and  private 
forums  where  social  priorities  and  public  policies  are  discussed  and 
evaluated. 

As  the  latest  expression  of  this  comndtmenty  the  Association  for 
Social  Economics  has  established  the  Cocoralttee  on  Public  Issuer  to  aid 
its  members  in  contributing  their  Insights  and  expertise  to  the  process 
of  eval'iatl/ig  and  formulating  policy  recommendationn  and  legislative 
implementations  of  current  socio-economic  issues*    In  this  role>  however^ 
the  Association  does  not  endorse  the  member's  views  cr  Ideology.    But  it 
does  assert  that  the  member>  using  this  Committee  and  thus  idontifying 
himself  or  herself  as  an  ASE  member >  espouses  tb<i  prev^.ously- cited  values 
and  concerns*. 


COfMTTEE  CM  PUBLIC  ISSUES 
Henry  C.  Mayer,  Chairman 
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We  appreciate  the  opportunity  to  comment  on  the  three  bills 
which  are  now  before  the  Committee.     We  share  the  member.'  concern 
about  the  large  numbers  of  unemplo>ed  youths.     One  of  us  (Mayer) 
served  on  the  Employment  Committee  of  a  Kentucky  Task  Force  on 
Welfare  Reform;  the  other  (Mount)   is  an  ethicist  whose  course  in 
social  ethics  deals  in  part  with  poverty,  unemployment  and  the 
welfare  system.     We  also  share  the  conviction  expressed  by  Senator 
Charles  Percy  that  something  must  be  done  about  this  unemployment. 
In  fact,  we  feel  that  something  must  involve  more  than  the  search 
for  legislative  remedies  since,  in  fact,  some  of  the  social  effects 
of  unemployment  affect  the  quality  of  life  not  only  for  these 
unemployed  youths  but  for  the  rest  of  us  as  well.     We  would  like 
to  see  the  members  of  this  Committee  as  well  as  the  new  Adminis- 
tration exercise  the  unique  opportunities  tl.ey  have  for  moral 
leadership . 

Senator  Percy  seeks  to  assure  us  that  these  legislative 
proposals  are  made  in  good  faith.     We  can  assure  him  that  we  have 
no  desire  to  inpugn  the  integrity  of  any  of  the  senators  who  have 
advanced  these  bills.     We  wonder,  however,  about  the  advisability 
of  offering  young  people  less  in  a  society  where  both  the 
larger  society  and  the  peer  group  exert  .trong  pressure  to 
want  and  consume  more  than  can  he  reasonably  secured  through  the 
present  minimum  wage  floor.     The  anti-social  behavior  which  often 
accompanies  unemployment  may  be  in  part  an  outcome  of  a  perception 
about  the  fairness  of  pay  scales  m  many  low  paying  jobs. 
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It  seems    Co  us  chat  Senator  Nickles  has  aptly  distinguished  between 
ceen-ag^d  workers  or  seekers  of  work  who  are  16  and  17  years  of  age  and  those 
who  are  18  and  19.    It  is  also  important  to  note  the  difference  between  youths 
who  live  at  home  and  those  youths  who  may  be  the  principal  breadwinners  in  new 
families.    It  would  be  highly  questionable  to  give  incentive  to  employers 
to  substitute  lower-paid  non  breadwinners  for  breadwinners  on  their  payrolls 
or  to  encourage  the  assumption  that  youth  employees  are  not  breadwinnars. 

Wa  feel  that  there  are  too  many  proposals  being  made  to  weaken  the 
quality  of  lives  of  the  working  poor  which  are  neither  socially  useful  nor 
norally  sound.    Since  tha  prevailing  tone  of  almost  all  consumer  advertising 
over  mass  instruments  of  coimnunicatlon  consistently  pressures  people  to  want  to 


live/upper  middle  class  persons,  it  seems  especially  harsh  for  this  Administration 
to  Insist  that  the  primary  sacrifices  to  control  Inflation  have  to  be  made  b> 
the  middle  class  poor.    The  present  legislative  proposals  are  but  another  instance 
of  such  sacrifice,  and  we  feel  that  if  enacteo,  they  should  provide  that  the 
extra    profits  accruing,  if  such  there  be,  should  be  so  allocated  that  the 
workers  would  share  in  them. 

If  that  Is  not  done,  ve  call  on  this  Coranittee  to  develop  some  other 
alternatives  than  the  bills  whose  merits  we  have  briefly  assessed. 


like 
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U.S.  Senate 
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Manpower  Demonstration 
Research  Corporation 
3  Park  Avenue 
New  York,  New  York 


427 


Mr.  Chairman,  my  name  Is  William  Grlnker,  and  I  am  President  of  the 
Manpower  Deaonatrat Ion  Research  Corporation  (KDKC),  a  nonprofit  corpo- 
ration eatabllahed  .to  oversee  and  test  new  social  policy  Initiatives  on 
a  deaonstrstion  haals.  One  of  those  Is  the  Youth  Incentive  Entitlement 
Pilot  Projects  (YIEPP),  established  by  Congress  as  part  of  the  Youth 
Enploynent  and  Demonstration  Projects  Act  of  1977.  My  remarks  today  will 
be  directed  primarily  towards  the  possible  use  of  a  youth  differential, 
or  "sulnlnlmum"  wage.  In  treating  problems  of  youth  employment  based  on 
some  of  our  experience  with  YIEPP.  As  part  of  the  systematic  study  of 
that  demonstration,  research  was  carried  out  on  the  role  and  responsive- 
ness cf  private  business  in  providing  work  experiences  for  disadvantaged 
teenagers.  Especially  relevant  are  some  of  the  findings  on  the  partici- 
pation rates  of  private  employers  who  were  allowed  to  employ  youths 
different  subsidy  levels. 

The  YIEPP  demonstration  seeks  to  test  whether  the  offer  of  year- 
round  minimum-wage  work  experience  to  economically  disadvantaged  16-1^ 
year  olds  —  in  return  for  the  youth's  sgreement  to  remain  in  hign 
achool,  or  return  to  school  if  a  drop-out  —  contributes  to  high  school 
completion  and  to  improved  education,  eiDployment  and  earnings  in  the 
future.  Youths  were  eligible  for  participation  if  family  income  was 
below  the  ^.overty  line,  or  if  the  family  received  welfare.  In  the  17 
conunities  where  the  demonstration  operated,  from  March  1978  through 
August  1980,  all  eligible  youtns  who  wished  to  participate  were  to  be 
assured  work,  part-time  during  the  school  year  and  full-time  in  the 
aunner.  They  were  required  to  adhere  to  atandards  of  performance  and 
attendance  in  school  and  at  ^H^ir  worksites  in  order  to  continue  parti- 
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clpatlng.  At  the  conclusion  of  the  demonstration,  the  sites  were  given 
the  option  of  continuing  operations  at  a  reduced  level  through  August  of 
1981  to  hold  the  structure  and  positive  features  of  YIEPP  in  place,  and 
all  ^hose  to  do  so. 

The  CETA  prime  sponsors  which  operated  the  program  were  authorized 
to  solicit  work  sponsorship  agreements  from  public  and  nonprofit  agen- 
cies, and,  for  the  first  time  in  a  large-scale  youth  employment  program, 
from  for-profit  businesses  in  their  communities.  The  legislation  allowed 
a  subsidy  of  up  to  100  percent  of  the  youths'  wages  in  the  private 
sector,  and  all  prime  sponsors  but  one  elected  to  offer  that.  The 
legislation  specified  that  work  experience  positions  created  were  to  be 
meaningful  and  not  "make-work,"  and  were  not  to  displace  employment 
opportunities  for  other  workers.  To  make  participation  more  attractive, 
the  prime  sponsors  managed  the  youths'  payrolls,  so  that  individual  work 
sponsors  did  not  have  the  paperwork  burden  of  payrolling  youths  or 
figuring  out  fringe  benefit  rates. 

Over  the  course  of  the  demonstration,  nearly  76,000  youths  enrolled 
and  were  assigned  to  jobs.  This  represented  a  50  percent  participation 
rate  of  those  eligible  to  join  during  the  first  year  of  the  program. 
Parttcipapts  were  primarily  minority.  Blacks  and  Hispanlcs  were  three 
times  more  likely  to  participate  than  whites;  they  comprised  almost  80 
percent  of  all  youths  who  enrolled.  This  would  seem  to  Indicate  that 
these  teenagers   had  a  strong  desire  to  work  when  jobs  were  available. 

Early  findings,  based  on  surveys  in  four  YIEPP  communities  and  four 
matched  coiDparison  areas  which  did  not  have  a  demonstration  program, 
point   to  the  program's  strong,   positive  impact  on  both  educational  and 
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employment  outcomes.  The  demonstration  encouraged  youths  to  return  to 
•chool  and  to  stay  there.  Ciopared  with  youths  at  the  comparison  sites. 
YIEPP  led  to  a  63  percent  increase  In  the  return-to-school  rate  of 
drop-outs,  and  a  15  percent  decrease  in  the  drop-out  rate  for  youths 
already  enrolled  in  school. 

The  subsidized  work  experience  positions  also  created  a  substantial 
employment  effect.  The  employment  rate  of  16-19  year  old  white  youths  at 
the  demonstration  sites  in  spring  1979  w*»s  53  percent  compared  „ith  4A 
percent  at  the  comparison  sites.  More  drama'.lcally,  the  employment  rate 
for  black  yc  \ths  was  more  than  twice  as  high  in  the  demonstration  sites, 
54  percent  compared  with  24  percent  at  the  comparison  sites.  Similar 
percentage  increases  occurred  for  Hispanic  youths.  Thus,  the  program 
raised  the  employment  rate  for  minority  and  poor  white  youths  to  the 
nationwide  employment  level  of  all  white  youths  in  the  satoe  period,  and 
to  twice  the  national  employment  rate  for  minority  youths.  The  program, 
in  other  words,  targeted  toward  a  heavily  disadvantaged  youth  popula- 
tion, appears  to  have  had  a  very  algnlflcant  effect  on  the  group  of 
unemployed  teenagers  who  suffer  the  worst  In  the  labor  market. 

Over  the  demonstration  period,  participating  youths  worked  80 
percent  of  their  job  hours  with  public  and  nonprofit  agency  work  spon- 
sors, and  20  percent  with  private  businesses.  A  comparative  study  of  the 
quality  of  the  work  experience  found  that  the  great  majority  of  worksites 
<87  percent)  were  of  adequate  or  better  quality,  and  that  only  13  percent 
were  of  inadequate  quality.  There  were  very  few  differences  In  quality 
between  private  sector  worksites  and  those  in  the  public  and  nonprofit 
sector^ 
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While  private  companies  accounted  for  only  one-fifth  of  the  youths' 
job  hours,  they  represented  over  one-hslf  of  all  the  work  sponsors  re- 
cruited for  the  demonstration,  comprising  some  6,000  firms.  The  differ- 
ences in  proportions  resulted  primarily  from  the  fact  that  the  average 
business  sponsored  only  one  or  two  youths  at  a  time,  while  public  and 
nonprofit  sponsors  more  typically  employed  two  to  five  enrollees.  Most 
of  the  private  sector  work  sponsors  were  neighborhood  small  businesses, 
with  nearly  two-thirds  employing  fewer  than  ten  full-time  regular  em- 
ployees. Some  47  peicent  of  all  participating  businesses  were  retail 
shops,  another  29  percent  were  service  establishments,  and  10  percent 
were  manufacturers.  Most  of  the  youths  assigned  to  private  businesses 
worked  as  clerks  (34  percent),  food  service  workers  (14  percent).  In 
building  maintenance  and  repair  (12  percent)  or  In  sales  jobs  (10  per- 
cent). 

As  I  have  mentioned,  all  prime  sponsors  save  one  opted  to  offer 
private  employers  the  maximum  subsidy  authorized  by  the  demonstration 
legislation,  a  full  100  percent  subsidy  of  the  youths'  hourly  minimum 
wage.  This  leclslon  reflected  widespread  apprehension  among  demonstra- 
tion prime  sponsors  that,  at  lower  subsidy  levels.  It  would  be  extremely 
time-consuming,  and  costly  In  staff  resources,  to  recruit  a  pool  of 
private  sector  works  sponsors.  Since  this  full  subsidy  was  substantially 
greater  than  the  more  typical  50  percent  subsidy  used  In  on-the-job 
training  programs,  and  since  the  question  of  business  responsiveness  at 
different  subsidy  levels  Is  of  wide  policy  Interest,  a  special  wage 
Subsidy  variation  experiment  was  launched  at  two  program  sites  during  the 
last  Bontha  of  the  demonstration. 
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The  experiment  was  est.blUhed  at  the  Baltimore  and  Detroit  sites  In 
orly  1980,  at  a  time  when  these  sites  had  an  authorization  to  open  up 
the  program  to  disadvantaged  youths  In  new  neighborhoods,  outside  the 
original  target  areas.  In  Detroit,  Job  developers  listed  all  private 
eiiployers  until  over  1,000  had  been  Identified.  These  employers  were 
then  randomly  allocated  Into  two  groups:  one  to  be  approached  by  job 
developers  with  the  same  full  100  percent  wage  subsidy  offer  that  pre- 
vailed during  the  entire  demonstration,  and  the  other  to  be  offered  a  V, 
percent  subsidy.  In  Baltimore,  employers  on  one  side  of  a  major  dividing 
street  were  offered  the  full  subsidy;  those  on  the  other  side  were 
offered  a  50  percent  subsidy. 

To  reiterate.  In  terms  of  wage  costs  that  employers  would  face  In 
reaching  a  decision,  these  three  groups  of  employers  at  100,  75,  and  50 
percent  subsidy,  were  asked  to  contemplate  direct  wage  costs  of  zero,  25 
percent  of  the  minimum  wage,  or  50  percent  of  the  minimum  wage,  with 
youths  to  be  paid  the  difference  from  demonstration  funds.  Thus,  the 
experiment  did  not  test  the  effects  on  participation  of  lower  subsidy 
levels,  which  would  have  had  the  effect  of  reducing  the  employers'  costs 
by  only  15  or  25  percent  of  the  minimum  wage,  as  has  been  proposed  In  the 
youth  differential  legislation. 

Ve  then  me^-.^ci  what  proportion  of  employers  who  were  offered  each 
of  the  subsidy  levels  agreed  to  sponsor  youths.  The  findings  are  fairly 
striking.  Controlling  for  differences  between  firms  In  the  two  communi- 
ties, and  between  firms  in  each  of  the  subsidy  groups,  the  participation 
rates   of   businesses  at   the  different   subsidy  le/els  were  as  follows: 
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Wagy  Subgldy  Level 


Site 


Participation  Rate 


100% 


Baltimore  & 


18Z 


752 

502 


Detroit 
Detroit 
Baltimore 


102 
52 


Before  discussing  the  Implications  of  these  participation  rates  In 
relation  to  the  possible  level  of  employer  demand  for  minority  and  poor 
youths  under  a  minimum  wage  d  fferential,  I  should  offer  some  cautions 
about  simple  generalisations ,  since  the  cl rcumstances  of  the  experiment 
differed  In  several  ways  from  the  job  development  situation  In  the  larger 
demonstration.   Some  c'   these  clrct  ^et.  probably  tend  to  reduce  the 

participation  rates,  compared  with  the  full  demonstration,  and  others 
prooably  would  Increase  those  estimates* 

On  the  one  hand,  the  period  of  job  development  In  the  experiment  was 
only  five  months,  compared  to  two-and-a-hal r  years  of  activity  with 
businesses  In  the  rest  of  the  demonfitratlon.  Also,  any  employers  who  had 
already  sponsored  YIEPP  participants  were  excluded,  although  these  were 
relatively  few,  since  experimental  job  development  wa«;  prl-iarlly  in  new 
target  areas.  Third,  the  experiment  was  launched  In  early  1980,  when  the 
economy  was  In  a  downturn,  especially  in  Detroit*  1  '  :>f  these  factors 
may  have  aomewhat   depressed  pert Iclpa*- Ion   rates  during  the  experiment* 

On  the  other  hand,  the  estimates  are  for  businesses  that  agreed  to 
artlclpate,  since  the  employers  wc^re  interviewed  before  most  had  actual* 
ly  started  to  employ  youths.  Some  of  them  would  probably  not  ha^e 
become  actual  sponsors.  Also,  despite  close  monitoring,  there  Is  some 
Indication  that  Baltimore  and  Letrolt  job  dev'»lopers  excluded  Some 
businesses  from  their  lists,  either  because  they  were  inappropriate  work 
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for  teenagers  (bars  and  liquor  stores,  for  Instance),  or  because  pasc 
experience  had  shown  soae  kinds  of  employers  to  be  harder  to  recruit  than 
others  (»uch  as  large  manufacturers).  These  exclusions  may  have  ccntrl- 
buted  to  an  inflation  of  the  participation  rates  over  the  possible 
take-nip  rates  of  all  private  employers  in  the  target  arers.  On  balance, 
however,  it  is  probably  the  case  that  the  experiment's  findings  wert 
pressed  in  the  direction  of  reducing  the  participation  rates,  so  that  tht 
findings  represent  a  lower  bound  of  probable  employer  participation  over 
a  longer  tenu. 

With  these  caveats  In  mind,   I  would  suggest  that  the  findings  poin^ 
to  a  relatively  modest  employer  demand  for  poor,  primarily  minority  16-19 
year   olds,  even  at   ver>-  high  levels  of  subsidy  and  low  employer  costs. 
First,   the  18  percent   take-up  rate  by  employers  who  were  offered  full- 
wage    subsidy   and  mlnin^al   paperwork  seems  to  Indicate   that  non-monetary 
considerations  are  a  first  priority  when  It  comes  to  an  employer  deciding 
whether  to  hire  youths.     Our  findings  show  that   the  great  majority  of 
firms  that  declined  to  sponsor  demonstration  enroUees  reported  that  the> 
simply  did  not  ha-/e  enough  work  to  keep  the  youths  buay.  that  the  work 
demanded  higher  skills  than  these  youths  could  offer,   or  that  the  worl' 
was  too  dangerous.     Furthermore,   some  of  these  employers  would  probably 
have  displaced  other  workers  by  taking  on  a  subsidized  enrollee.  and  some 
of  those-   displaced  might  have  been  other  disadvantaged  youths,  not 
enrolled  in  the  program.     We  are  still  not  prepared  to  speak  with  cer- 
tainty or.  the  actual  levels  of  displacement.     A  study  to  be  completed  in 
June  will   examine  the  subject  further,   but  work  to  date  indicates  thit 
■he   be.ter   the  quality  of   the  job.   the  more  likely  it   is   that  someone 
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else  will  be  displaced  from  that  job. 

A  second  major  finding  Is  that »  at  high  levels  of  subsidy,  30  per- 
cent and  above,  employers  appear  quite  sensitive  to  the  level  of  wage 
coat  they  face.  While  the  experiment  did  not  test  lower  subsidy  levels, 
the  relationships  between  participation  rates  at  the  higher  subsidies 
make  It  reasonable  to  speculate  that  participation  rates  at  a  25  percent 
Subsidy  (an  employer  wage  cost  equivalent  to  the  73  percent  youth  differ- 
ential) might  have  been  on  the  order  of  2-3  percent. 

Now,  If  one  makes  the  simple  extrapolation  that  as  many  as  2 
percent  of  all  private  employers  nationwide  might  agree  to  a  23  percent 
subsidy  level.  It  appears  that  on  the  order  of  30,000  to  60,000  disadvan- 
taged youths  might  be  offered  a  job.  This  could  be  even  higher,  since 
demonstration  work  sponsors  could  only  hire  youths  on  a  part-time  basis 
during  the  school  year,  and  the  take-up  rates  for  employers  hiring  youths 
full-time  might  be  somewhat  higher.  (However,  16~19  year  old  youths  not 
In  school,  are  primarily  school  drop-outs,  and  they  might  not  be  oiX" 
sldered  as  "attractive"  to  hire  as  youths  who  are  In  school  or  drop-outs 
who  have  returned  to  school.) 

Several  other  considerations  would  constrain  this  rough  estimate  and 
lower  the  universe  of  available  jobs.  First,  employer  participation  In 
the  demonstration  resulted  from  active  job  development  at  the  local 
level,  where  CETA  prime  sponsors  or  local  business-related  organizations 
(such  as  the  National  Alliance  for  Business  or  The  Chamber  of  Commerce) 
recruited  employers  and  referred  youths  for  their  consideration.  Under 
the  condi-tlons  of  a  youth  differential  minimum  wage,  this  active  labor 
exchange  would  not  be  In  place.     Second,  most  of  the  private  businessec 
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lutionwlde  are  not  accessible  to  disadvantaged  minority  youths  In  central 
cities  and  rural  areas.  Quite  llk*-ly,  considerably  less  than  half  the 
establlshnents  are  really  feasible  as  employment  possibilities  for  these 
youths.  Third,  as  I  have  mentioned,  there  would  be  some  degree  of 
displacement  and  substitution  involved,  reducing  the  net  gains  to  dlsad" 
vantaged  youths.  Fourth,  employers  In  the  YIEPP  demonstration  had  little 
paperwork  to  contend  with,  which  would  not  be  the  case  for  youths  hired 
dlre-tly  on  employers'  payrolls  at  the  submlnlmum  wage. 

These  constraints  are  all  In  the  context  of  a  job  creation  program 
targeted  to  disadvantaged  teenagers.  A  youth  differential  minimum  wage, 
of  course,  would  apply  to  all  teenagers.  Since  this  would  put  poor 
youths  In  conpeMtlon  for  jobs  with  better-off  youths  (Including  high 
school  graduates),  employer  demand  for  them  would  undoubtedly  be  further 
diminished. 

While  our  findings  do  not  address  these  larger  considerations,  it 
would  appear  reasonable  to  postulate  that  all  these  factors  combined 
would  cut  by  half  or  more  the  number  of  jobs  that  might  arise  from  an 
employer  participation  rate  of  2-3  percent  under  a  25  percent  wage 
subsidy.  This  would  indicate  only  a  modest  employment  Increase  for 
these  youths  —  central  city  and  rural  minority  teenagers  —  who  are  the 
ones  with  the  lowest  employment  rates. 

Our  findings  of  low  participation  rates  in  the  face  of  wage  costs  of 
$1.63  or  less,  and  the  extrapolation  to  higher  employer  costs  which  I 
have  just  advanced,  tend  to  complement  the  very  preliminary  findings 
which  have  emerged  from  the  Targeted  Jobs  Tax  Credit.  These  early 
estimates  also  indicate  fairly  minimal  employer  response  to  a  tax  credit 
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for  hiring  econooically  disadvantaged  youths. 

Mr.  Chairman,  my  testimony  has  clearly  not  addressed  several  of  the 
broader  benefits  which  have  been  put  forth  on  behalf  of  a  youth  differen- 
tial minimum  wage,  including  possible  effects  on  wage  Inflation,  or  the 
overall  increases  in  youth  employment  that  might  result  from  bringing 
youth  wage  levels  closer  to  what  employers  might  regard  as  the  value  of 
teenage  labor.  Nor  do  our  findings  address  the  difficult  problem  of 
predicting  what  proportion  of  low-wage  adults  might  be  displaced  by 
subminimutn-wage  youths.  The  very  uncertainty  of  so  many  aspects  of  this 
policy  approach  would  seem  to  call  for  a  large-scale  test  of  Its  impacts 
before  it  became  an  ongoing  part  cf  our  labor  standards.  From  the 
vantage  point  of  the  youths  most  in  need  of  employment,  however,  our 
findings  clearly  imply  that  the  net  number  of  new  jobs  that  would  flow  to 
these  youths  under  a  differential  minimum  wage  that  is  not  targeted  to 
needy  youths  is  likely  to  be  very  B,odest.  From  a  policy  perspective 
t^en,  whatever  other  benefits  a  subminlmum-wage  may  hold,  it  should  not 
be  viewed  as  a  panacea  for  a  severe  problem:  the  lack  of  employment 
opportunities  for  minority  yovths.  That  problem  is  I  believe,  amenable 
to  solution^  but  only  by  much  more  direct  targeting  on  the  specific  needs 
of  that  group. 
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March  13,  1981 


Senator  Edward  M.  Kennedy 
U.  S.   Sena^e  Committee  on 

Labor  and  Human  Resources 
United  States  Senate 
Washington,  D.C. 

Dear  Senator  Kennedy 

On  behalf  of  the  Labor  Relations  Committee  of 

Che  New  York  County  Lawyers*  Associe.cion,  we  enclose 

tvo  (2)copies  of  a  report  in  opposition  to  the  proposed 
submmimum  wage. 

As  IS  reflected  in  the  report,  the  Committee 
IS  opposed  to  any  proposed  bubminimum  wage.     We  believe 
the  proposed  subminimum  wage  would  not  serve  to  increase 
employment  nrrofi^bt   teenage  .ninorit ios ,   lacks  any  significant 
stat.rtical  supoort.  and  offends  a  long  history  of%nlight.n 
legislation  which  guarantees  some  modicum  of  a  living  waee 
to  those  at  the  lo,;est  end  of  the  economic  scale. 


ed 


Respectfully  yours. 


Monat,  Chairman 
*ns  CoiTjnittee 

lannery,  W<  Member 


L-nel/ 


3ohn  P  Fl 

Labor  Relal ions' Commit  tee 

f.'->  it.  i./^ 

Joan  Stern  Kick,  Member 
Labor  Relations  Committee 
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REPORT  OF  THE  LABOR  RELATIONS  COMMITTEE, 
NEW  YORK  COUNTY  LAWYERS  ASSOCIATION 

ON 

THE  PROPOSED  SUBMINIMUM 
WAGE  FOR  TEENAGERS 

SUBMITTED  TO 

THE 

U.S.   SENATE  COMMITTEE  ON  LABOR 
AND 

HUMAN  RESOURCES 


March  13,  I'^8I 
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Proponents  of  a  sub-minimum  wage  for  teenagers 
{ages  17-19)  claim  that  it  will  ease  the  disproportionate 
unemployment  suffered  by  non-white  teenagers.     It  will  not. 
It  Will  almost  certainly  cost  older  workers  the  relatively 
higher  paying  jobs  that  they  now  have.     More  importantly, 
it  will  likely  hurt  non-white  older  workers  more.     It  cannot 
guarantee  that  the  jobs  lost  by  older  workers,  white  or  black, 
will  be  filled  by  non-white  teenagers;   indeed,  our  experience 
tells  us  that  white  teenagers  will  get  the  jobs.     Finally,  and 
for  this  reason  alone  the  proposed  subminimum  wage  should  be 
rejected,   it  contravenes  fifty  years  of  judicial  decisions  and 
state  and  federal  legislative  deliberation. 

That  is  the  virtually  unanimous  view  of  the  members 
of  the  Labor  Relations  Committee  of  the  New  York  County  Lawyers 
Association,'^'a  Committee  comprised  of  experienced  labor  lawyers 
who  represent  both  management  and  labor.     The  Committee  recog- 
nizes that  this  proposal  woald  have  nationwide  effect.  Since 
the  Aisociation  is  based  in  Manhattan,  its  cc-nmittee  members 
are  primarily  concerned  with  the  proposal's  effect  on  urban 
teenagers . 

It  is  the  committee's  considered  view  that  the 
proposal  that  a  subminimum  wage  for  teenagers  will  improve  the 
disproportionate  unemployment  suffered  by  non-white  teenagers 
is  contradicted  by  labor  statistics,  common  economic  sense, 
and  a  50  year  history  of  judicial  discussion  and  enlightened 
legislation  including  the  Fair  Labor  Standards  Act   {the  "FLSA"). 
This  report  wa"?"]^-^.! n^'^by  a  subcoir^mitrcc ,     and  was  approved 
l^^'^^^'^tancc  at.  a  mec-tm^^  of  the  full  committee  held  on  February  24. 
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Labor  statistics  demonstrate  that,  although  there  is 
now  a  minimun  wage  for  teenagers,  disproportionately  fewer 
non-whites  are  employed. 

Common  economic  sense  tells  us  that  even  if  teenagers 
join  the  workforce,  there  is  no  way  to  assure  that  they  be 
non-white. 

Judicial  discussion  and  legislative  enactments 
have  argued  for  more  than  fifty  years  against  arbitrary 
labor  standards  unfairly  applied  to  children,  white  or  black, 
who  are  unable  by  their  age  and  concomitant  lack  of  skill  to 
bargain  as  economic  equals  to  fulfill  the  needs  that  they  have. 

Thus  has  this  CommittGe  concluded  it  is  opposed  to 
a  subminimum  wage.     A  summary  of  the  Committee's  findings, 
namely   (1)  the  history  of  state  and  federal  legislation,  (2) 
statistics  underscoring  the  nature  and  extent  of  non-white 
teenage  unemployment,  and   (3)  the  effect  of  the  proposed  sub- 
minimum  wage,  follow: 

I.     Brief  History  of  the  Minimum  Wage  Movement 
in  State  and  Federal  Legislation  

The  response  to  the  low  wages  paid  in  our  factories 

was  a  movement  for  a  minimum  wage.     The  movement  was  directed 

primarily  at  children  and  women  because  the  Supreme  Court  had 

invalidated  statutes  regulating  the  working  hours  for  males, 

Lochner  v.  New  York.   798  U.S.   45   (1905)  but  not  those  for 

women,  MuJJ^  v^^orespn ,  208  U.S.   412   (1908),  and  because  it 
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was  believed  that,  while  unions  opposed  a  minimuin  wage  for 
male  adults,  they  would  not  oppose  one  for  those  too  young 
or  unskilled  to  join. 

By  1923,  almost  a  third  of  the  states  enacted  minimum 
wage  laws  for  children  or  women  or  both  but  the  Supreme  Court 
^"  Adkins  V.   Children's  Hospital.  261  U.S.   525   (1923)  virtually 
stopped  this  trend  by  holding  that  a  minimum  wage  offended  due 
process  because  any  wage  fixed  by  law  ignored  the  value  of  the 
services  rendered. 

Chief  Justice  Taft  expressed  the  view  m  his  dissent 
that  would  ultimately  be  adopted  more  than  ten  years  later: 

"Legislatures  m  limiting  freedom  of 
contract  between  employee  and  employer  by 
a  minimum  wage  proceed  on  the  assumption 
that  employees,  m  the  class  receiving 
least  pay,  are  not  up  on  a  full  level  of 
equality  of  c  - .ce  with  their  employer  and 
m  their  necessitous  circumstances  are 
prone  to  accept  pretty  much  anything  that 
IS  offered.     They  are  peculiarly  subject  to 
the  overreaching  of  the  harsh  and  greedy 
employer.     The  evils  of  the  sweating  system 
and  of  the  long  hours  and  low  wages  which  are 
characteristic  of  it  are  well  known."  261 
U.S.  at  562- 

In  1916,  Congress  enacted  Legislation  under  its 
commerce  and  taxing  power  that  prohibited  interstate  commerce 
of  anything  extracted  from  mines  or  factories  that  was  the 
result  of  child  labor.     But  the  Supreme  Court  held  in  Hammer 
v^Dagenhart,   247  U.S.   251,    (1918)  that  the  child  labor  law  was 
"repugnant"  to  the  Constitution  and  transcended  Congress' 
authority  over  commerce  because  the  mmumum  wage  was  a  "purely 
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local  matter  to  which  the  federal  authority  does  not  extend". 

A  State  Statute  setting  a  minimum  wage  was  finally 
upheld  by  the  U.S.  Supreme  Court  in  West  Coast  Hotel  v.  Parrish, 
300  U.S.   379   (1937);   the  Court  overruled  its  earlier  decision  in 
Adkins  V.  Children's  Hospital,  supra ,  characterizing  it  as  "... 
a  departure  from  thp  true  application  of  the  principles  governing 
the  regulation  by  the  state  of  the  relation  o^.  employer  and  em- 
ployed".    300  U.S.  at  397.     Chief  Justice  Hughes  declared: 

"Thfc  exploitation  of  a  class  of  workers 
who  are  in  an  unequal  position  with  respect  to 
bargaining  power  and  are  thus  relatively  de- 
fenseless against  the  denial  of  a  living  wage 
is  not  only  detrimental  to  their  health  and 
wellbeing,  but  casts  a  direct  burden  for  their 
support  upon  the  community.     What  these  workers 
lose  in  wages  the  taxpayers  are  called  upon 
to  pay.     The  bare  cost  of  living  must  be  met." 

Justice  Hughes  continued, 

"The  community  is  not  bound  to  pro- 
vide what  IS  in  effect  a  subsidy  for  un- 
conscionable employers.     The  community  may 
direct  Its  law-making  power  to  correct  the 
abuse  which  springs  from  their  [th3  employer'-'] 
selfish  disregard  of  the  public  interest." 
300  U.S.   at  399. 

On  May  24,   1937,  about  two  months  later.  President 
Roosevelt  asked  Congress  to  enact  a  wage  and  hour  law  under  the 
commerce  clause.     A  Fair  Labor  Standards  Bill  was  offered  in  each 
house  and  about  one  year  later,  the  Fair  Labor  Standards  Act 
("FLSA")  became  law. 

United  States  v.  Darby,   312  U,S.   100   (1941),  upheld 
the  constitutionality  of  the  FLSA  and  overruled  Hammer  v.  Dagenhart, 
supra,  dismissing  its  prior  decision  as  a  "departure  from  the 
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principles  which  have  prevailed  in  the  interpretation  of  the 
commerce  clause  both  before  and  since  the  decxsion  and  that 
such  vitality,  as  a  precedent,  as  it  then  had  has  long  since 
been  exhausted,"  312  U.S.  at  13  6-117.     United  States  v.  Darby, 
supra,  approved  the  motive  and  purpose  of  the  FLSA  "to  make 
effective  the  congressional  conception  of  public  policy  that 
interstate  commerce  should  not  be  made  the  instrument  of  com- 
petition in  the  distribution  of  goods  produced  under  substandard 
labor  conditions,  which  competition  is  in;jurious  to  the  commerce 
and  to  the  states  from  and  to  which  the  commerce  flows  (emphasis 
supplied)".     312  U.S.  at  115. 

The  FLSA  was  amended  several  times,  each  time  to 
increase  the  minimum  wage  and  to  extend  its  coverage  to  more 
workers. 

Before  1966,   the  FLSA  did  not  cover  most  poor  wage 
earners  (see  table  1) . 

TABLE  1 

FLSA  COVERAGE  AS  COMPARED 
WITH  POVERTY  EARNINGS* 

%  Range  of  family  heads  with 
Coverage  of  Industries                     annual  incomes  under  $3,000 
 Under  FLSA   (poverty  earnings)  

Full  5-10% 
Partial  8-14% 
None  33-49% 


*     See  House  Report  No.   1366,  89th  Congress,   2d  Sess.  (1966); 
see  also  Senate  Committee  Report  No.   145,  87th  Cong.,  1st 
Session. 
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The  1966  Amendments  therefore  sought  to  raise 
earnings  above  the  po/erty  level  by  escalated  standards. 

The  1966  amendment  sought  to  protect  more  workers. 
The  volume  of  business  constituting  "interstate  commerce"  was 
lowered.     Some  state  errployees,  those  who  worked  for  a  political 
subdivision  of  a  state,  those  who  worked  in  a  hospital,  or  educa- 
tional institution,  or  a  railway,  or  carrier,  or  in  agriculture, 
were  added.     By  1966  the  BL£A  covered  about  37  million  workers. 

The  1966  amerdments  drastically  changed  the  character 
of  the  FLSA.     The  FLSA  no  longer  was  a  set  of  standards  to 
protect  workers,  it  was^a  weapon  to  war  on  poverty. 

^Jon-whlte  Teenac^e  Unemployment 
Non-white  teenage  unemployment  is  manifest  in  the  pro- 
portions that  non-white  teenagers  fail  to  participate  in  the  labor 
force  and,  to  the  extent  that  they  do  participate,  in  the 
proportions  that  they  suffer  unemployment. 

A.     The  Labor  Force 
In  1978,  about  64%  of  the  population  16  years  old  and 
older  participated  in  the  labor  force.     That  is  a  5%  increase  since 
1948.     The  rate  of  participation  of  men  declined  by  IQ  percentage 
prints  since  1948  and  the  rate  for  women  increased  by  more  than 
16  percentage  points  over  that  same  period   (see  table  2). 
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TABLE  2 

COMPARISON  OF  FEMALE-MALE  PARTICIPATION 

year  Female   {%  Participation)        Male   (%  Participation) 

1948  32.7%  87.0% 

1978  50.0%  77.9% 

But  non-white  youth  participated  less,  much  less,  than  white 

youth  in  the  labor  force   (see  table  3). 

TABLE  3 

COMPARISON  OF  WHITE   (W)  AND 
NON-WHITE   (N)  MALE  PARTICIPATION 

Ages  16  -  17  Ages  18  -  19 

W  N  W  N 

1948  51.2     59.8  76.  2  77.8 

1978  55.3     33.2  75.3  59.5 

You  would  expect  the  relatively  low  income  of  the  average  black 
family  to  encourage  more,  not  less,  participation  by  blacks- 
Some  argue  black  participation  is  less,  not  more,  because  blacks 
give  up  the  search  for  work  and  "drop  out"  of  the  labor  force 
because  of  the  discrimination  they  encounter. 
B.  Unemployment 
Of  the  non-white  youth  in  the  work  force,  more  are 
unemployed.     As  you  well  know,  the  labor  force  includes  the  un- 
employed as  well  as  the  employed.     In  the  early  50s  and  late  60s 
the  unem})loyed  were  less  than  4%  of  the  labor  force.     By  1978, 


-7- 


ERIC 


446 

unemployment  swelled  to  6%.     But  6%  is  about  one-third  teenage 
unemployment  (16-19  years),  at  16.3%  in  1978.     And  it  is  about 
one-sixth  non-whit.  teenage  unemployment,  at  a  whopping  36.3%  in 
1978.     This  deplorable  condition  did  not  come  to  pass  in  a  single 
year,  1978;  through  the  1970s,  unemployment  rates  for  black 
teenagers  have  worsened  and  at  a  disproportionately  faster  rate 
for  non-white  teenagers  as  compared  with  their  white  counterparts 
(see  table  4) . 

TABLE  4 

EMPLOYMENT  INDICATORS  FOR  TEENAGERS 

(AGES  16  to  19)   BY  RACE,  SELECTED 
 YEARS,  1970  to  1979 


1978  1979 


36.3  33.5 
13.9  13.9 


26.5  27.1 
52.5  52.7 

^1.  6  40.8 
61.0  61.2 

Economists  instruct  us  that  we  can  expect  youth  unemployment  to 
decline  during  business  expansions.     In  the  recovery  from  the 
1974-197 J  recession,  white  teenage  unemployment  did  decline  but 
non-white  teenage  unemployment  did  not  decline. 


1970       1973       1975  1977 


Measure 

Unemployment 

Rate 


Non-white  29.1  30.2  36.9  38.3 

White  13.5  12.6  17.9  15.4 

Employment -Popu- 
lation Rate 

Non-white  28.9  28.0  24.  6  23.7 

White  44.5  49.0  46.6  50.2 

Labor  Force  Parti- 
cipation Rate 

Ncn-white  40.5  40.2  39.0  38.3 

White  51.5  56.0  56.7  59.4 
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C.     The  Effect  of  the 
Subminimum  wage 

There  has  been  support  for  a  subminimuni  wage  for  teen- 
agers .n  the  labor  force.     It  is  argued  that  this  subminimum 
will  decrease  the  unemploymer.L  of  non-white  teenagers.  Economist 
Milton  Friedman,  among  others,  argues  that  the  current  legal  wage 
floor  creates  unemployment  because  the  unemployed  workers'  value 
to  employers  is  less  than  the  mLnxmum  set  by  Congress.     It  is 
assumed  that  employers  pay  workers  according  to  their  marginal 
value  product.     According  to  this  theory,  when  wages  are  raised 
by  a  new  legal  minimum,  then  teenage  youth  are  laid  off  and 
therefore  unable  to  find  work  elsewhere  because  their  marginal 
product  is  less  than  the  minimuiu  wage. 

There  is  every  reason  to  believe  that  the  marginal 
value  product  of  these  teenagers  xs  g     ater  than  the  wage  now 
paid,  but  even  if  it  were  not,  employers  should  nevertheless 
bear  the  cost  of  a  "decent"  wage  for  the  reasons  Chief  Justices 
Taft  and  Hughes  said. 

Some  retail  and  fast  food  stores  strongly  favor  a 
subminimiim  because  they  would  like  to  substitute  incumbent  older 
workers  that  are  unskilled  with  teenage  workers  whom  they  could 
pay  a  subminuniim. 

While  proponents  of  the  subminimum  wage  clain  a 
subminxmum  will  work  miracles,  there  is  no  reason  to  believe 
It  will  ,iake  any  difceronce  in  teenage  unemployment.     There  can 
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be  no  guarantee  that  the  teenager  who  is  substituted  will  be 
non-white  and  why  should  a  subminimum  wage  change  what  is  true 
today,  without  a  subminxmum,  namely  that  white  teenagers  are 
hired  while  non -white  teenagers  are  not. 

This  Committee  is  particularly  concerned  about  what 
this  proposal  means  for  our  cities.     If  the  substituted 
teenager  is  non-white,  there  is  every  likelihood  that  he  is  sub- 
stituting for  a  formerly  higher  paid  non-white  older  worker. 
The  implications  of  this  substitution  are  obvious.  Businesses 
would  enjoy  a  net  profit  gam  because  they  would  pay  their 
teenage  employes  less.     The  lower  income  group,  that  the  sub- 
minimum  is  purportedly  created  to  help,  would  lose  the  income 
that  the  higher  paid  mother  or  father  earned  because  she  or 
he  wou  d  be  substituted  by  a  son,  perhaps  in  the  same  family, 
who  would  be  paid  subminimum  wages. 

The  proposed  subminimum  wage  is  particularly  repre- 
hensible when  one  realizes  that  even  the  current  minimum  wage 
of  $3.35  has  less  purchasing  power  than  the  minimum  wage  of 
$1.40  had  in  1967. 

Ill-  Conclusion 

It  IS  for  the  reasons  plainly  stated  above 
that  this  Committee  does  strenuously  oppose  anj^  subminimum 
wage. 

Respectfully  Submitted, 

Lawrence  Monat,  Chairman 
John  P.  Flannery,  II 
Joan  Stern  Kiok 

Subco^nitCce  on  Prooosed 
Submiriimum  Wagt^ 

-10- 
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STATEMENT  OP 
LABORERS*   INTERNATIONAL  UNION  OF 
NORTH  ,^MERICA,  APL-CIO 

•iefore  the  Senate  CoFinittee  on 
Labor  and  Human  Resources 

April  7,  1981 


My  name  is  Robert  E,  Powell  and  I  am  First  Vice  President 
of  the  Laborers-   International  Union.     Today  I  am  appearing  on 
behalf  of  General  President  Angelo  Fosco  and  the  Laborers'  Inter- 
national Union  which  represents  ,ome  600.000  workers  across  the 
nation  employed  in  construction  and  other  industries.     On  behalf 
of  these  600,000  men  and  wo.en  -  40  percent  of  whom  are  minority 
and  15  percent  of  whom  are  Hispanic  -  I  urge  you  in  the  strongest 
possible  terms  to  reject  the  so-called  "youth  subminimun,  -age" 
proposal . 

The  current  proposal  would  allow  employers  to  pay  youths 
between  the  ages  of  16  and  19  seventy-five  percent  of  the  current 
minimum  wage  of  $3,35,     Contrary  to  the  self-serving  rhetoric  - 
and  I  emphasize  the  words  "self-serving"  and  "rhetoric"  -  the 
youth  subminimum  wage  would  decrease  employment  opportunities 
among  minorities  and  those  m  the  inner  city,   it  would  inject  a 
new  form  of  discrimination  into  the  employment  scene;  it  would 
create  an  age,  race  and  sex  ghetto  for  low  wage,   low  skill  workers; 
it  would  throw  many  workers  now  working  onto  the  welfare  rolls 
and,   finally,   it  would  allow  employers  to  gouge  a  few  pennies  „ore 
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from  low  wage  work<irs  who  can  least  afford  it. 

As  everyone  knows  all  too  well,  the  youth  submmimum  waqe 
was  devised  =ind  is  be^ng  pushed  by  entployers  and  various  business 
associations  such        the  Chamber  of  Commerce.     Indeed,  the 
proposil   m  some  circles  is  referred  to  as  the  "N'-'Donald '  s  Wage". 
Their  reasons  for  urging  this  proposal  are  simple  and  stem  di- 
rc^ctly  from  their  own  self  interest  —  that  is,    it  will  allow 
enployers  to   increase  profits  by  lowering  wages.     But  those 
business  groups  v.'ho  ar<^  ri'jtina  out  of   their  own  self-serving 
oconomic  interestb  m  purnuinu  a  youth  submmimum  waqe  have 
formulated  a  public  rcKition-^  .-ampaign  to  lustify  the  proposal 
which  rlaaks   it^  true  nurposes.     '"hey  have  loudly  proclaimed  that 
their  only  interest  is   increasing  lob  opportunities  for  minority 
youth   md  providing  the  black  inner-city  teenager  with  30b  train- 
m-j  no  that  he  or  she  nay  grow  into  a  productive,    fully  employed, 
idult  worker.     I   in  sure  nniny  well-neanina  people  who  are  com- 
nit ted  to  aiding  minority  youth  have  sincerely  bought  this  line. 
I  am  not  attickmu  tne  ir  motives.     But  I  am  not  convinced  that 
the  Chamber  of  C(^n.merce  and  the  wnole  host  of  other  employers  who 
ire  pursuing  this  proposal   ^re  doing  so  out  of  a  desire  to  assist 
and  better  ninority  youth.     I  believe  that  thev  are  doing  so  to 
benefit  thenselvc-s  economically  at  the  expense  of  workers  whether 
thf^y  b*>  minor  it'*,   youth,    idult,  male  or  female. 

Tt   15    ibundantly  c~l    \r  who  will  benefit   from  this  proposal  — 
the  busmosL-   romnunity,     And  at  whoso  t-xpense  will  these  benefits 
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be  reaped?    They  will  be  reaped        the  expend.-  of  the  many  needy 
workers  who  will  lose  their  jobs.     And  it  will  not  create  new 
:iobs  for  teenagers,  minority  or  otherwise,  but  rather  wiii 
result  in  their  obtaining  jobs  at  the  expense  of  their  older 
brothers,   their  older  sisters,  and  their  older  parents,  partic- 
ularly the  working  mother.     It  will  be  the  10.6  million  workers 
now  employed  at  or  below  the  minimum  wage  who  will  suffer  the 
most.     And  who  are  these  10  million  workers?     They  are  already 
the  workers  with  the  least  skills;   thoy  are  minority  workers; 
they  are  inner-city  dwellers;  they  are  female.     In  fact,  two- 
thirds  of  the  workers  paid  the  mmimun  wage  are  female,  many  of 
whom  are  heads-o f-households  with  children  to  support  on  one  in- 
come.    And  seventy  percent  of  the  nation's  minimum  wage  workers 
are  adults  who  have  family  responsibilities.     I  would  challenge 
any  member  of  this  Committee  or  any  one  of  the  businessmen  who 
are  pushing  a  subminimum  wage  to  support  themselves,  much  less 
a  family,   on  $536  a  month  —  which  is  what  a  minimum  wage  worker 
employed  40  hours  a  week  will  earn. 

It  is  these  workers  —  the  working  mother,   the  female  heads- 
of -households,   the  unskilled  minority  adult  worker        who  will 
lose  their  jobs  to  teenagers  if  this  proposal  is  enacted.  Em- 
ployer* have  every  incentive  to  substitute  subminimum  wage 
youth  workers  for  these  10  T^mion  workers  who  are  now  employed 
at  the  nlnimum  wage  level.     And  what  will  happen  to  these  adults 
who  lose  their  minimum  wage  jobs?     They  clo  not  have  higher  skills 
or  skill  flexibility  which  would  allow  them  the  mobility  to  shift 
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either  up  or  over  into  other  jobs.     Moreover,  there  just  are  not 
enough  job  opportunities  in  the  inner  cities  and  poverty  areas 
where  many  of  these  low  wage  workers  are  found  to  allow  them  to 
find  new  jobs.     T^Xf^  fact  is  that  they  will  be  forced  onto  the 
unemployment  line  and  the  welfare  rolls.     I  fail  utterly  to  see 
how  workers  of  any  category  will  benefit,  but  I  see  clearly  how 
many  e'nployers  will  benefit    fron  a  subminimun  wage. 

And  not  only  will  the  subminimum  wage  have  a  devastating 
effect  upon  the  low-wage  adult  worker,   there  is  absolutely  no 
evidence  that  it  will  increase  the  employment  rates  for  minority 
youth  or  provide  them  with  the  type  of  on-the-job  training  that 
will  increase  their  skill  levels  as  adult  workers.     The  fact  is 
that  the  lack  of  jobs  for  minority  and  inner-city  youth  are  caused 
not  by  the  minimum  wage  but  by  other  general  economic  and  business 
factors.     The  blame  should  be  laid  at  the  feet  of  unusually  high 
interest  rates,  recurring  recession,  declining  consumer  purchasing 
power  and  the  eroding  economic  and  tax  base  of  the  cities.     It  is 
these  factors  —  not  the  minimum  wage  —  which  operate  as  con- 
straints on  an  erpioyer's  ability  to  expand  operations,  create 
♦norc  lobs  and  hire  more  workers.     Indeed,  during  the  Nixon  Admin" 
istration  the  Department  of  Labor  established  a  commission  to 
st'idy  the  relationship  of  the  minimum  wage  to  youth  employment. 
The  1970  commission  found  that  the  minijnum  wage  did  not  create 
youth  unemployment  and  concluded  that  "the  most  important  factor 
explaining  changes  in  teenage  employment  and  unemployment  has  been 
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general  business  conditions." 

Not  only  1,  It  a  nyth  that  the  submininum  wage  will  increase 
the  number  of  lobs  for  youths,   it  xs  also  a  myth  that  these  jobs 
serve  as  valuable  trair.ing  ground  for  young  workers.    They  simply 
do  not.     tVhile  no  one  begrudges  the  experience  gained  on  the 
first  50b  ^  person  has,   there  is  no  substitute  for  development 
of  meaningful  skills  through  a  competent  training  program.  The 
simple  fact  is  that  low  wage  jobs  m  service  industries  and  the 
like  are  not  the  substitute  for  long  term  employment  with  skills 
traininq  ^nd  career  development. 

Finally,   the  mo.t  damaging  consequence  of  the  youth  subminimum 
wage  IS  that  it  will  have  the  effect  -  both  in  principle  and  in 
practice  -  of  turning  the  clock  back  on  the  substantial  progress 
which  has  been  m.tde  in  this  country  toward  eliminating  physical, 
racial  and  sexual  traits  as  employment  factors.     The  trade  union 
movement  has  been  built  on  the  proposition  of  the  same  rate  of 
pay  for  the  same  job.     There  was  a  time,  within  our  memories,  when 
a  black  worker  performed  the  same  job  alonaside  a  white  worker  and 
was  paid  a  lesser  wage  just  because  he  was  black.     We  are  still 
in  an  economic  world  where  female  workers  are  denied  access  to 
certain  jobs  because  they  are  "mens-   jobs".     There  was  a  time 
when  hiring,  assignments,  promotions  and  wages  were  all  dependent 
on  the  age,   the  national  origin  or  the  religio.n  of  the  worker. 
Pinning  employment  prospects  to  any  of  those  factors  is  today 
Illegal  oven  though  we  know  full  well  that  the  reality  does  not 
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always  live  up  to  the  law,     Buu  it  13  ^  m^rk  of  our  ^dvanceinent 
toward  social  and  economic  equality  that  thxs  nation  is  trying  to 
eliminate  these  discrmmatory  employment  barriers*    It  is  a  mark 
of  a  3ust  society.     The  proposal  to  create  a  youth  subrainimum 
waqe  is  a  step  backward  and  is  a  step  away  from  equal  treatment 
and  fairness.     A  subminimum  wf,7e  will  create  a  low  wage  ghetto 
for  teenagers,  most  of  whom  are  minority  and  most  of  whom  are  mner- 
city  dwellers,     No  matter  how  much  the  sponsors  may  protest  to  the 
contrary,   this  sufomimmum  wage  proposal  will  become  a  badge  of 
inferior  social  and  economic  status  for  its  recipients.    Wage  rates 
must  be  based  on  jobs,  not  on  age;  not  on  racer  not  on  sex;  not  on 
national  origin.     The  same  lustif ication  which  is  bemcr  advanced 
to  pay  subminimum  wages  to  youth  to  cure  their  high  unemployment 
rate  will  next  be  advanced  to  3ustify  a  subminimum  wage  for  women 
and  for  adult  black  workers,  all  of  whom  suffer  a  greater  unemploy- 
ment rate  than  other  members  of  society. 

This  proposal  is  unjust  and  flies  in  the  face  of  the  social 
progress  of  the  last  few  decades.     Moreover,   it  is  bad  economics. 
The  Laborers'    International  Union  urges  you  for  all  these  reasons 
to  reject  any  proposal  to  create  a  subminimum  wage  for  young 
workers , 

Thank  you. 
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American  Hotels  Motel  Association 

ALBCflTt  McDERMOTT  JAMES  E  GAFFIQAN 

WaHiinpton  R«pres«nt«t>ve  Apr  ill,    1981  At»trt«it 

LAWRENCE  T  GRAHAM 
AMistcnt 


The  Honorable  Donald  L.  Nickles 
Chairman 

Senate  Subcommittee  on  Labor 

4230  Dirksen  Senate  Office  Building 

Washington,  DC  20510 

Dear  Mr.  Chairman: 

The  American  Hotel  &  Motel  Association  is  a  federation 
of  hotel  and  motel  associations  located  in  the  fifty  states, 
the  District  of  Coluiiibia,  Puerto  Rico  and  the  Virgin  Islands, 
having  a  membership  in  excess  of  7,500  hotels  and  motels 
accounting  for  over  one  million  rentable  rooms.     Inclusive  m 
our  membership  are  all  of  the  major  hotel  and  motel  chains. 

The  hotel  and  motel  industry  is  an  employer  of  over 
one  million  employees.    We  are,  of  course,  in  favor  of  a 
healthy  and  profitable  industry  but,  at  the  same  time,  we  are 
in  favor  of  providing  as  many  job  opportunities  as  we  can.  We 
are  in  favor  of  the  youth  differential  because  we  believe  that, 
on  balance,  it  creates  jobs  and  job  opportunities,  :t  reduces 
inflation,  it  allows  our  industry  to  enhance  our  services  to 
our  customers  and  it  encourages  younger  employees  to  learn, 
train  and  work  in  our  industry. 

We  support  the  youth  differential  -  whatever  specific 
form  It  takes  -  whether  it  be  S.  348,  S.  430  or  S.  658.  A 
youth  differential  would  allow  a  hotel  or  motel,  particularly 
a  smaller  hotel  or  motel,  to  hire  a  teenager  for  a  job  that 
would  not  exist  but  for  the  youth  differential.     Hotels  and 
motels  compete  with  each  other  on  the  basis  of  the  services 
that  they  offer.     Those  extra  few  employees  to  insure  an  extra 
degree  of  cleanliness,  an  extra  busboy  or  girl,  or  waiter  and 
waitress,  desk  clerk,  etc... can  often  be  the  difference  between 
good  service  and  excellent  service. 

Senator  Hatch's  bill^  S.   348,  contains  various  safeguards 
to  allay  the  expressed  fears  of  possible  adult  job  displacement 
as  a  result  of  a  youth  differential.     The  safeguards  are,  as  the 
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committee  knows: 

1.  a  prohibition  against  substituting  younger  workers 
employed  at  less  than  the  minimum  wage  for  older 
workers  at  or  above  the  minimum  wage;  and 

2.  a  prohibition  against  terminating  the  employment 
of  youth  employees  and  employing  other  youth  em- 
ployees m  order  to  gain  continual  advantage  of 
the  youth  opportunity  wage. 

There  is  no  clear  evidence  that  there  would  be  signifi- 
cant adult  30b  displacement.     For  example,  the  initial  working 
paper  on  the  youth  differential  subject  by  economists  at  the 
Minimum  Wage  Study  Commission  states  that  gauging  the  extent, 
if  any,  of  adult  30b  displacement  is  a  very  difficult  and  a 
very  uncertain  process.     One  study  for  the  Commission  cited 
evidence  that  suggested  that  a  youth  differential  would  be 
likely  to  lead  to  3  relatively  modest  teenage  employment  gain 
with  no  adult  30b  loss.     The  number  of  teenagers  employed  at 
an  average  hotel  is  a  relatively  minor  figure,  further  indica- 
ting that  massive  adult  job  displacement  is  unlikely  in  our 
industry.     In  addition,  it  would  not  be,  to  say  the  least, 
good  for  employee  relations  for  a  hotel  or  motel  to  fire  an 
adult  employee  to  be  replaced  by  an  entry-level  unskilled 
teenager. 

There  is  evidence  that  suggests  that  every  time  the 
minimum  wage  goes  up  and  the  extent  of  its  coverage  increases 
teenage  unemployment  rises.    As  a  result  of  the  recent  indexing 
and  substantial  increases  m  the  minimum  wage,   (over  45%  in  the 
last  4  years),  the  high  rate  of  teenage  unemployment  is,  at 
least,  partly   understandable   and  the  need  for  a  youth  differ- 
ential more  acute.     We  see  the  overall  effect  of  a  youth  differ- 
ential not  as  a  way  of  substituting  one  group  of  workers  for 
another  but  as  an  incentive  to  our  industry  to  create  more  jobs 
where,  because  of  the  minimum  wage,  a  job  opportunity  did  not 
previously  exist. 

Many  experts  agree  that  the  problem  underlying  youth  unem- 
ployment is  not  the  maintenance  of  a  30b  but   the  difficulty  of 
entering  the  job  market.     As  Senator  Hayakawa  said  in  1977, 
during  the  Senate  debate  on  the  youth  differential: 

"What  we  are  doing  m  our  society... is  to  destroy 
the  bottom  rung  of  the  ladder.     It  is  all  right  to 
have  a  ladder  going  up  to  success,  but  if  the  bottom 
rung  is  10  feet  off  the  ground,    (the  worker  is)  never 
going  to  reach  the  bottom  rung  of  the  ladder..." 

The  lodging  .industry  is  a  labor  intensive  industry.  As 
the  industry  grows,  so  does  our  work  force.     A  temporary  sub- 
minimum  wage  would  act  as  an  incentive  for  us  to  hire  youths 


ERIC 


457 


for  entry  level  positions,  to  tram  them  and  sharpen  their  skills. 

The  subminimum  wage  is  not  a  scheme  for  employe^  avoid- 
ance of  the  requirements  of  the  FLSA.     Rather,  it  is  a  simple, 
noncomplicated  incentive  for  employers  to  hire  the  young,  give 
them  a  training  and  learning  period  and  then  employ  them  at 
the  full,  or  higher  minimum  wage,     it  is  not  the  perfect  solu- 
tion to  teenage  unemployment  problems  but  it  is,  at  least,  a 
way  of  attempting  to  solve  the  problem  without  starting  a  new 
government  program. 

Very  truly  yours, 


Albert  L.  McDermott 


ALM/cck 
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NatloMi 
Farmers  Union 


March  27,  1981 


Honorable  Don  Nickles 
Chairman 

Labor  Subcommittee 

Senate  Labor  and  Human  Resources  Committee 
United  States  Senate 


Dear  Mr.  Chairman- 

We  want  to  state  for  the  record  our  oppositicuii  to  enact- 
ment of  the  Youth  Sub-minimum  wage  Bill   (S.  348)  in  which  your 
Committee  held  hearings  March  2  4  and  25. 

The  fact  that  President  Reagan  has  not  requested  such 
legislation r  that  there  has  been  no  companion  legislation  intro- 
duced in  the  House  and  the  business  community  has  not  pushed 
for  a  break  in  the  minimum  wage  standards  seems  to  point  to  the 
little  support  for  lowering  the  purchasinq  power  of  this  group 
at  the  bottom  of  the  wage  scale. 

We  recognize  that  over  75  percent  of  new  30b  opportunities 
are  developed  by  small  business  enterprises  but  we  believe 
businessmen  as  well  as  farmers  would  find  fai  greater  benefit 
from  controls  on  interest  rates  and  energy  costs  than  a  reduc- 
tion in  minimum  wage  rates,  which  would  impact  for  a  very  limited 
time  on  teenage  workers  who  make  up  only  a  third  of  these  workers 
at  the  bottom  of  the  wage  scale. 

Thank  you  for  your  attention  in  this  matter. 


Washington,  D.C.  20510 


MAR  3  01981 


Reuben  L.  Jajfrnspfn 
Director  of 
Legislative  Services 


RLJ: gps 


cc:    Members  of  Subcommittee 


#    Suite  600  1012  14th  StfM!  N  W   Washinqtnn  DC  20005     Phone  (202)  628  9774 
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Testimony  of 
ROBRRT  R.  JULIAMO 

on  behalf  of 

HOTRL  AND  RESTAURANT  EMPLOYEES  AND 
BARTENDERS  INTEWIATIONAL  UNION 

on 

S.430,  and  S.658 
before 

TKE  SUBCOMMITTEE  ON  LABOR 

UNITED  STATES  SENATE  COMMIITTEE 
on 

LABOR  AND  HUMAN  RESOURCES 


Washington,  d.C. 
March  25,  1981 
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Mr.  (^hdirnan  ami  Members  of  the  Corumit'tet', 

My  name  is  Robort  Juliano  an(l  I  repres^'nt  the  Hotel  and 
Restaurant  Kmployees'  and  Bartenders'   International  Onion  and  its 
hundreds  of  thousands  of  membero  in  the  Food  Service  and  Lodging 
Industry.     We  are  opposed  to  any  , legislation  which  would  amend  the 
Fair  Labor  Standards  Act  to  authorize  covered  employers  to  pay 
young  persons  less  than  the  statitory  minimum  wage. 

The  enactnert  tjf  the  Fair  Labor  ^^-^ndards  Act  in  1938 
represented  a  milestone  in  oar  history  designed  to  assure  that 
working  Americans  would  be  guaranteed  an  income  on  which  one  could 
maintain  a  minimum  living  standrird  and  not  find  it  neces.sary 
either* to  rely  upon  government  assi.shance  or  to  go  without  basic 
necessities.     This  most  fundamental  of  our  labor  laws  was  enacted 
in  the  midst  of  the  worst  economic  crisi.-i  this  nation  has  ever 
experienced  and  yet,  despite  the  great  strides  which  have  been 
made  since  that  time  in  correcting  those  most  difficult  of 
conditions,   its  protections  are  as  vitally  important  today  as 
then.     A  minimum  wage  worker  in  1981  will  earn  $6,968  on  a  52  week 
per  year  oasis  even  though  the  official  poverty  level  for  a  family 
of  4  is  now  estimated  to  be  $0,410  annually  and  the  Bureau  of 
I.abor  Statistics  Tower  living  standard  for  a  4-person  family  is 
$12,585  per  year.     This  set  of  facts  alone  underscores  the  minimal 
adequacy  of  the  minimum  wage  and  is  testimony  enovigh  for  the 
critical  need  to  maintain  this  most  basic  of  wage  protections. 


ERIC 


462 


The;  «?iib;joct  of  a  yt>uth  subirinimum  w^iqr  is  not  new  to  this 
Committee.     [xirinq  the  cour->e  of  the  last  1()  years  there  have  been 
Vc^rioiii  proposal;;  of  this  kiml  put  forth  to  chis  forum.     In  that 
same  time  pfjriod  all  of  chose  proposals  have  been  rejected  -  both 
by  the  Commit tt-f-  ana  thp  Congrosn  as  a  whole.     The  fact  of  the 
mattf-r         that  a  submiriimum  v,irj^  for  younq  persons  makes  neither 
qood  economic  sensp  nor  is  it  good  public  policy. 

There   is  no  question  that  goneral  unemployment  levels  and 
youth  unemplc/ment  in  particular  are  serious  problems  in  the 
nnitod  States.     Despite  numerous  efforts  by  Presidents  of  both 
major  political  parties  our  success  in  combatting  unemployment  has 
been  only  temporary.     ^nd  youth  unemploymert ,   especially  among  the 
economically  d isadvant:.qed  and  minorities,  has  continued  to  nag  at 
us       A  youth  subminimum  wage  is,  however,   not  the  answer  to  this 
problem. 

In  recommending  a  subn.inimam  wage  race  for  any  category 
of  workers  --  the  young,  or  blacks,  or  Vietnam  veterans,  or 
Miapanics,   or  women  >-  it  is  argued  that  employers  will  find  it 
fir.ancially  advantaqoouc;  to  create  new  jobs  because  they  are  "less 
expensive".     Or  it  is  suggested  that  we  will  in  some  way  benefit 
if  we  submit  itatn  these  younger  workers  for  others  who  are  being 
paid  the  legal  minimum  wage. 

Neither  of  these  propositions  can  stand  up  to  careful 

scrut  i  ny . 


1 ::  < 


ERIC 


463 


All   the  economic  (3atM  bht)w  that   it  is  the  genera]  oconomy 

which  is  the  principal  cause  of  youth  un«mpT  oymetit .  F:cono'nic 

recess K^ns  reduce  30b  opportunities  for  all  workers,  but  hurt 

younger  workers  the  most,     'fhe  'uost  comprehensive  sta<1y  ever 

conducted  on  this  subjtHJt  was  prep^ireil  by  the  nepartnent  of  T-^bor 

in  1970.     That  report  failed  to  establish  any  relationship  between 

youth  unemployment  and  the  minitnirn  wage.     In  its  major  findings 

the  Department  concluded: 

In  general,   the  most  important  factor 
explaining  changes  in  teenage  employment  and 
unemplo^onent  has  been  general  business 
conditions  as  measured  by  adult  unemployment 
r«it  t'. 

Mot  one  of  tht'  local  offices  of  the 
Employment  Service  cited  the  recent  hike  in  the 
minimun  wage  or  the  extension  of  coverage  under 
the  Federal  Fair  Labor  Standards  Act  as 
responsible  for  the  change  between  June  196b 
and  June  1969  in  the  total  number  of  non-farm 
job  openings  available  to  teenagers,  or  which 
specified  a  minimum  age  of  16-19  years  of  age 
or  20  years  old  or  over. 

In  nearly  all  of  the  states  covered  by  the 
study  differential  rainimuir.  wage  rates 
applicable  to  youth,    including  exemptions, 
appear  to  have  little  impact  on  the  employment 
of  youth  in  ior.9. 

And,   even  though  there  have  been  a  number  of  other 
studias  since  that  time     none  of  t.liern  has  been  able  to  seriously 
dispute  these  compelling  findings  of  the  Department. 

Will  a  youth  subtrinimiun  wac;e  result   xn  the  creation  of 
new  jobs  for  the  suppo-tjd  benaf  ic  irt  r  i  e<»?     Tlie  evidence  is  that 
this  will  not  be  tlie  result.     Tho  197^1  study  by  Edward  Gramlich  of 
the  University  of  Mn:hiqan  )ia'i  oft^'n  been  citf>d        support  for  the 
youth  BUbminimum  ront  ept  .     Mo  tit-ited  that- 
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Whatever  the  case,  a  'youth  differential' 
seems  a  desireable  goal  —  in  effect  evening 
out  teenage  and  adult  wages  less  and 
unemplo  inent  rates  more.     And  it  seems 
eminently  reasonable  to  introduce  this 
differential  gradually,  monitoring  the  internal 
substitution  and  stopping  when  and  if  adult 
disemployraent  becomes  too  great. 

Gramlich  therefore  fully  concedes  that  there  will  be  a 

serious  and  noticeable  adult  disemployment  effect  if  a  youth 

subminimum  is  introduced.     in  his  testimony  before  the  House  Labor 

Standards  Subcommittee  in  1977  —  one  year  after  the  publication 

of  his  study  —  he  said: 

I  think  you  will  find  that,  in  response  to 
a  change  in  the  minimum,  that  it  is  very  hard 
to  find  very  large  effects  on  total  employment, 
one  way  or  the  other. 

I  would  not  want  to  go  on  record  as  saying 
who  ought  to  get  the  jobs.     The  whole  question 
of  family  responsibilities  is  a  very  complex 
one.     I  thinX,  probably,   it  will  turn  out  that 
adult  women  have  more  family  responsibilities 
...  than  teenagers  do." 

Thus,  the  economist  most  often  relied  upon  by  advocates 
of  a  youth  subminimum  clearly  shoots  down  any  argument  that  a 
lover  wage  will  create  more  jobs.     it  will  only  result  in  a 
substitution  effect. 

Nor  does  it  taXe  any  more  than  simple  common  sense  to 
recognize  the  flaws  in  the  employment  creation  argument.     Few  if 
any  employers  will  open  new  businesses  in  the  hard  hit  areas  of 
our  big  cities  because  of  a  l?ibor  'savings  of  15-25%  of  the  minimum 
wage.     America's  large  corporations  are  today  either  laying  off 
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workers  due  to  general  economic  conditions  made  complicated  by 
skyrockett ing  energy  costs  and  overall  inflation  rates  or  they  are 
moving  to  the  western  and  southern  regions  of  the  nation  because 
of  more  agreeable  climates,  tax  incentives,  and  other  enticements 
offerred  by  states  which  desire  to  improve  their  economic  base. 
And,  conversely,  even  in  the  face  of  less  than  satisfactory 
economic  conditions  the  great  proportion  of  employment  growth  in 
the  past  four  years  has  been  in  small  businesses  who  have  hardly 
been  deterred  from  creating  jobs  in  the  absence  of  a  youth 
subminimum.     Nor  do  these  small  businessmen  seek  to  or  will  they 
be  likely  to  locate  in  areas  where  their  source  of  labor  is 
untrained  and  unskilled  merely  to  get  the  infinitesimal  advantage 
of  a  few  low  paid  young  workers. 

Will  we  benefit  as  a  nation  from  the  substitution  of 
young  workers  from  older  workers?    Again,  the  answer  is  a 
resounding  "no". 

The  impact  of  a  youth  subminimum  will,   according  to  even 
the  most  conservative  economists,  result  in  a  clear  substitution 
effect  of  younger  for  older  workers.     Almost  43%  of  all 
married-couple  families  with  wage  earners  are  supported  by  only  a 
single  worker.     Among  those  married-couple  families  which  earn 
less  than  $200  per  week,  22.5%  are  from  white  families,  45.4%  are 
from  Black  families  and  36.1%  are  from  Hispanic  families.  This 
means  that  young  sul>"iinim\im  wage  earners  would  br»  competing  in  the 
job  market  with  more  than  ?.9  million  one-earner  Hispanic 
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families.     tf  «;;mployers  werF*  to  cVioosp  younqcr  workers  over  older 
workers  because  of  thrtir  ribility  to  pay   \  lower  wage,   the  impact 
on  these  married  couple-;  and  their  children  could  be  devastating. 
Vid  this  devastation  would  not  only  take  the  form  of  immense  costs 
to  the  qov(?rnTnent  in  t^rms  of  welfare,   food  stamps,  unemployment 
insurance  and  other  so-called  "safety  net"  programs.     It  would 
alqo  pit  young  againsf  old,  black  against  white,  and  generally 
(»ncoar.iqf>   imriense  social  tensions  which  our  society  cannot  afford 
and  must   n tolerate.     Those  same  effects  would  also  occur  among 
other   types  of  family  situaMons,   especially  the  more  than  2.7 
million  families  sup{>orted  by  single  parents  earning  less  than 
$200  pnr  week 

The  substitution  effect  becomes  even  more  unpalatable  in 
vifw  of  the  Reagan  Administration  proposals  before  the  Congress  to 
cut   the  domestic  budg*-t.     Although  we  are  adamantly  opposed  to 
this  disnantling  of  so  much  of  tho  nation's  domest  i  r- 
Infrastructure,    ;]ust   iriagin*^  what  woulc!  happen  if  om  i    p  of  these 
actions  young  p*>rsorin  were  hired  to  replace  thf^ir  ol  1  >r  fellow 
workers.     A  work-r  wh')  bec.imp'  unemployed  would         ,      i .  red  under 
t)ie  Reagan  pKm  to  take  ^  minimuni  wage  ;]ob  after  c;r  her  first 

l^  weeks  of  un.^mnioyrnrint .     Y^^t,   these  job.s  rnuld  ^"11  be  filled  by 
young  s\>>im  i  r. inuim  wag^*  t>.»rn"rs  and  the  unemployment   insurance  costs 
to  th'»  gov<»rnrTi"nt  wr)uld  con»:iriu(>.     Welfare  mothers   (or  fathers) 
wvjuld  bn  untblr*  to  find  F^irnrmm  wago  jobs  undi-r  the  Reagan 
"wrjrkf  ^r^>•'   prnpo-;u1    Tnd  hf»rL>,    too,    th"  purport^-d  budge*:  savings 


ERIC 


467 


would  evrt|Xyrate.     Publ  j  r  service  empl^jy^^s  v;>rjse  300*:  are  to  be 

c»bol  it>t»efl  becaube  of  the  pro|K)seil  terrniriat  ion  of  Titlf^s  VI  and 

Il-n  of  CKTA  would  not  be  able  to  be  jjlocfd  in  whatevtfr  private 

sectf.     employment  exists  beCMUse  of  competition  from  younger 

subminimun  workers.     These  adult  workers  would  hav*^  no  place  to 

turn  and  who  can  estim?ite  this  potential  cobt  to  our  nation- 

Mr.  Chairman,    there  are  nany  other  economic  analyses 

which  qive  further  support  to  our  view  that  a  youth  subminimum 

would  yield  no  new  ;]obs  in  the  economy  ab  a  whole  but  woald 

instead  have  a  severe  substitution  effect        well  as  diminibh 

worker  purchasing  po*?er.     Mobt  dramatic  is  ♦ihe  Alan  Fisher  study 

or»  "Adult  Dis employment  Kffects  of  a  Youth  Minimum  Wage 

Differential."     He  estimates  that  a  15  to  20  percent  youth 

different         could  welJ  affect   fro^Ti  b[)0,OOC)  to  800,000  adult  ;]obs 

representing  from  0.7  to  1  percenta<je  point   in  the  ad^lt 

unemployment  rate.     He  then  goes  on  to  say: 

Ar.y  consideration  of  whetht.T  the  long  run 
exchange  would  he  net   improvement  for  society 
must  consider  the  social  costs  of  adult 
unemployment  ccwnpared   to  teenage  unemployment, 
and  thorefore,  reject-   thf  s.wit-cH. 

Three  final   important  considerations  nust 
be  noted.     First,   witVin  a  few  year^  Ti-c*'  by 
the  beginning  of   lOHOl  the  teenage  population 
will   decrease  to  a  level  arJ  much        20  perrrent 
below  current   levels.     Over  the  same  pcriotJ, 
the  "baby  bcjom"  period  cohvjrtr.  will  bn  aging 
and  noving  through  thu  age  group'*.     One  effect 
of  these  domoqraphic  changer,  will  bo  to  reduce 
the  excess  supplies  in  low-wage  markets  in 
which  teenagers  compete.     Another  effect, 
how«'ver,    is  ♦•hat  oxc'^'^i'".  r.uppl         and  croA'ding 
in  career  lalxiir  markets  f<re  already  incr^Msing 
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the  difficulty  of  young  adults  breaking  into 
careers;  some  of  these  young  adults  are, 
therefore,  restricted  to  low-wage  labor  markets 
longer  than  would  have  been  the  case  with  a 
more  favorable  demographic  mix.     The  net  effect 
cf  unemployment  of  young  adults  relative  to 
teenagers  and  a  situation  where  it  will  be 
necessary  to  rethink  through  the  wisdom  of 
having  a  teenage  minimum  wage  differential. 

And  these  conclusions  are  supported  by  the  more  recent 
work  of  Dr.  Sar  Levitan  of  George  Washington  University  as  well  as 
Dr.  Paul  Oaterman  of  M.I.T. 

Let  us,  however,  go  beyond  the  economic  arguments  and 
look  at  some  practical  experience.     As  you  know.   Section  14(b)  of 
the  Fair  Labor  Standards  Act  permits  certain  employers  to  hire 
full-time  students  for  20  hours  per  week  at  85  percent  of  the 
statutory  minimum  wage.    The  Labor  Department  is  authorized  under 
the  law  to  issue  certificates  to  retail  and  service 
establishments,  agricultural  employers,  and  institutions  of  higher 
education  to  hire  these  young  persons  at  this  special  submmimum 
rate.     Yet,  despite  the  fact  that  the  1977  flsA  Amendments  made  it 
less  administratively  burdensome  for  employers  to  obtain  these 
certif ic;^t#>«»,   these  provisionq  simniy  h^ve  noK  resulted  in  any 
benefit  to  the  vast  majority  of  students  or  the  employers  they 
were  designed  to  help.     According  to  the  latest  data  availalbe 
froTi  the  Department  of  Labor,  in  1979  only  29,741  retail  and 
service  establishments  had  obtained  these  certificates.     And,  of 
the  230,000  subminimum  job  slots  which  were  authorized  by  those 
certificates,  only  115,000  students  were  actually  employed  at  the 
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lower  wage  rate.     The  significance  of  this  data  becomes  apparent 
when  compared  with  the  Department's  estimate  that  more  than 
679,000  retail  and  service  establishments  were  eligible  to  use 
this  provision  of  the  law,   that  5,250,000  stu^ients  could  have  been 
hired  by  these  employers  a^  the  special  86%  rate,  and  that  there 
are  12  million  persons  between  thp  ages  of  16  and  21  whose  major 
activity  is  going  to  school.     Thus,   it  is  apparent  that  a  youth 
BulMninimum  wage  is  not  ?»  particularly  useful  device  for 
encouraging  even  part-time  employment  among  young  people  nor  do 
employers  go  out  of  their  way  to  create  part-time  30b 
opportunities  for  youngster's  even  at  a  lower,  less  expensive  wage 
rate . 

Mr.   Chairman,   the  bills  currently  pending  before  this 
Committee  {S.348,   S.430*  and  S.658)  range  from  a  complete  repeal 
of  the  statutory  minimum  wage  for  youngsters  under  the  age  of  18 
to  the  establishment  of  an  86%  subminimum  for  persons  through  the 
age  of  19  for  a  period  not  to  exceed  6  months.     S.348  and  S.430 
contain  so-called  safeguards  which  would  prohibit  a  "pattern  and 
practice"  of  substituting  young  workers  for  older  employees  or 
terminating  younger  workers  atter  the  6-month  subminimum  wage 
period  in  order  to  take  advantage  of  the  opportunity  to  hire  other 
young  persons  at  the  lower  rate.     Tn  addition,  S.430  has  a 
duration  of  three  years  after  which  the  Congress  is  to  determine 
whether  it  has  been  effective  and  to  consider  whether  the 
provisions  should  ho  oxt^nd^^d. 


4-'  • 


ERIC 


470 


T  have  indicated  in  my  oarUer  romments  why  we  believe 
that  a  subminim-im  war,e  at  any  levol  lowor  th.in  the  statutory  rate 
IS  inappropriate  and  unfair.     The  fact  that  each  of  the  three 
bills  establishes  a  different  rate  (i.e.  either  no  prescribed 
minimum,   a  7S%  subminimum,  or  an  05%  subminimum)   is  in  itself 
tellinq  evidence  that  thpre  19  no  clear  economic  or  other  basis 
for  determininq  at  what   lower  wage  level  new  opportunities  will  be 
created.     Nor  do  the  authors  of  each  bill  offer  any  economic 
justification. 

The  safeguards  which  the  proponents  of  two  of  the  bills 
claim  will  prevenf  abuse  ar^»  likewise  unworkable.     We  know  that 
the  enforcement  capabilities  of  the  Labor  Department  are  already 
sever ly  limited  and  will  becom.*  even  more  burrloned  by  personnel 
cuts  prop05r.d  in  the  Reagan  b-Klqot .     Thus,  how  is  that  agency 
expected  to  take  on  the  addiitonal  burden  of  determining  "pattern 
and  practice"  vlolatlon'^   involving  the  substitution  of  younger  for 
older  workers  which  perforce  require  extensive  labor  market 
analysis  and  which  comp\itations  must  roach  down  to  the 
establishment   level?     So  too,   how  will  the  Department  be  able  to 
prove  that  a  younq»-r  subminim  ,^  wage  worker  was  terminated  from 
hi«  or  her  job  ber-nuse  of  the  employer'-,  desire  to  continue  to 
take  advantage  of  a  reduced  cost   labor  force?     To  put  this  added 
burden  upon  the  Dopartnent  will  require  hundred-,  if  not  thou-.andg 
of  additional    fornpliance  o^fir-rs  or,  as  is  n^.ore  1  ikoly,   a  severo 
dilution  of  enforr^-ment   re<;nurw.s  such  fhat  conipli^mce  with  both 


471 


exist- ing  as  well  as  these  new  provisions  will  suffer  badly.  And 
to  thos«»  who  respond  to  this  r^ncern  with  the  retort  that 
individuals  have  a  privat'?  right  of  action  under  the  Act  I  must 
respond  with  a  few  simple  questions:     How  is  a  teenager  whose 
present  qualifications  limit  him  to  a  subminimum  wage  job  going  to 
be  able  to  persuade  an  attorney  to  undertake  the  time-consuming 
and  complex  litigation  necessary  to  correct  this  injustice?  What 
13  the  remedy  for  those  arhilts  who  have  been  displaced  because  of 
a  youth  .subminimuin?    Will  a  youngster  who  has  been  fired  because 
he  IS  no  longer  economically  attractive  to  the  employer  be  able  to 
regain  his  job?     How  will  employers  know  whether  they  are  engaging 
in  the  unlawful  practice  of  substituting  younger  for  older  workers 
thereby  exposing  themselves  to  liability  under  the  Act?     It  is 
clear  that  then-  are  no  acceptable  answers  to  these  questions  and 
that  these  safegurirds  are  both  theoretically  and  practically 
ineffective . 

Mr.  O^airman,   T  think  it   is  critical  that  we  not  lose 
sight  of  wh^it  T  hope  is  our  shared  goal        reducing  unemployment 
among  all  population  groups,  assuring  that  we  hve  a  well  traint.d 
and  productive  labor  fore*-,  and  raising  the  economics  level  of  all 
Americans*.     Sur-ly  the  concept  of  the  yovith  subminimum  wage  will 
not  h^^lp  us  in  achieving  at\y  of  thsoe  objectives. 

An  I  have  indicatf>d,   every  economic  analy«3is  which  has 
bi^en  m.»lt>  dop^ons^rat«s  that  it   is  the  condition  of  the  economy  as 
a  wholi-*  whi'-h  rontnbut*^,  to  morn  30b  creation  and  lower 
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unemployment  levels.     The  special  student  certificate  program 
authorized  by  section  14(b)  of  the  Act  has  been  underutilized  and 
has  not  contributed  to  employment  growth.     Nor  h^s  our  experience 
with  the  generous  incentives  provided  by  the  Targetted  Jobs  Tax 
Credit  been  particularly  encouraging  at  this  point.     Although  I 
think  that  we  may  need  more  time  to  be  certain  whether  that 
program  will  work,  we  know  that  in  the  first  18  months  of  its 
operation  only  5%  of  all  eligible  disadvantaged  youth,  Vietnam 
veterans,  welfare  recipients  and  others  have  been  certified  under 
the  program.     Through  September  of  1980  only  306,000  persons  have 
been  certified  and  of  these  only  35%  were  disadvantaged  youth 
whereas  46%  were  cooperative  education  students  who  would  have 
already  been  employed  as  part  of  their  prescribed  work-study 
program.     And  in  a  review  of  tlie  program  in  the  bulk  of  the 
southern  states  the  Department  of  Labor  found  that  60  to  90%  of 
all  those  certified  for  the  tax  credit  had  been  certified 
retroactively,   that  is,  they  would  have  been  hired  even  in  the 
absence  of  the  credit.     Thus,   even  the  $900  to  $2S00  which  an 
employer  can  credit  toward  taxes  because  of  this  program  (and 
which  represents  an  annual  savings  far  more  than  would  be  realized 
under  even  the  most  generous  youth  subminimum  proposal)  has  so  far 
not  served  to  create  any  substantial  increase  in  youth  employment. 

If  we  are  to  achieve  a  well  trained  labor  force, 
particularly  among  youth,  we  should  do  so  with  positive  programs. 
Paying  a  lower  wage  to  young  people  will   not  cause  employers  to 
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invest  the  difference  in  training  those  younq  employees.     We  know 
that  the  decade  of  the  19B0's  is  going  to  bring  substantial  labor 
and  skill  shortages.     Yet,  at  th*-  same  time  that  many  public 
figures  advocate  a  youth  subminimum  wage  those  same  persons 
including  the  Pre.  ^ent  -  have  recommended  drastically  reducing 
if  not  totally  e      Jnating  federal  employment  and  training 
programs,     with  the  termination  of  the  highly  successful  programs 
mounted  under  the  Youth  Fmployment  and  Demonstration  Projects  Act 
of  1977.   the  Department  of  LaborT.  own  estimates  show  that  almost 
500,00e  youth  training  opportunities  will  be  completely  wiped  out. 
And  this  IS  not  to  mention  youth  training  opportunities  whi jh  will 
be  reduced  by  lower   funding  of  other  Titles  of  CETA.     Nor  does 
this  take  into  account-  the  proposal  for  drastic  reductions  in  the 
Federal  edtication  budget  which  is  targetted  to  disadvantaged  young 
people  in  our  schools  and  colleges.     If  we  were  to  enact  a  youth 
subminimum  w.ige  in  addition  to  what  subminimal  education  and 
training  oppcjr tunit ie^  are  proposed  all  we  would  accomplish  is 
training  our  young  persons  for  a  life  of  hopelessn^^ss.  indignity, 
and  despair. 

A  youth  subminimum  wage  will  do  nothing  to  overcome  the 
tragedy  of  unskilled  teenagers  ill- equipped  to  compete  in  the 
labor  markets  of  the  l9fi0's.     And.   such  a  proposal  will  set  a 
dangerous  prccvdent ,     BUrks  have  a  much  higher  unemployment  rate 
than  whites.     Should  wt^  have  a  s.^parate  subminimum  for  blacks? 
women  iMve  a  hiqhor  iin^mpl oymont  ratt>  than  men,      Shou.d  we  have  a 
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separate  subroinimum  for  women?     Do  the  higher  unemployment  rates 
of  Hispanics  and  Vietnam  veterans  mean  that  they  too  should 
qualify  for  a  eubminimura  wage?     Of  course  not.     No  one  has  ever 
suggested  that  the  fundamental  principle  of  equal  pay  for  equal 
work  be  eroded  to  accomodate  the  unemployment  problems  of  these 
groups  in  our  society.     Indeed,  even  the  "enterprise  zone" 
lesiglation  proposed  by  Congressman  Kemp  carefully  preserves  all 
of  our  basic  labor  standards  legislation  including  the  minimum 
wage. 

In  his  Message  to  Congress  on  May  24,   1937,  President 
Franklin  Roosevelt  best  summed  up  the  need  for  a  fair  and  uniform 
minimum  wage.     He  stated  that: 

Our  nation  so  richly  endowed  with  natural 
resources  and  with  a  capable  and  industrious 
population  vmould  be  able  to  devise  ways  and 
means  of  insuring  to  all  our  able-bodied 
working  men  and  women  a  fair  day's  pay  for  a 
fair  day's  work.     A  self-supporting  and 
self-respecting  democracy  can  plead  no 
justification  for  the  existence  of  child  labor, 
no  economic  reason  for  chiseling  workers'  wages 
or  stretching  workers'  hours. 

A  little  more  than  a  year  after  President  Roosevelt 
offerred  his  Proposals  to  Congress,  the  Fair  Labor  Standards  Act 
was  signed  into  law.     And  though  we  were  still  in  the  midst  of 
economic  depression,  there  were  no  subminimum  wage  rates  for  any 
selected  groups  of  the  population.     A  subminimum  wage  for  youth  is 
no  more  justified  today  than  it  would  have  been  more  than  four 
decades  ago. 
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ifSt/T  rtd^  ^-^'^  -2 
Who^  Losing  Ground? 

Employment/Populatfon  Raffos  Over  26  \ban 
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[From  the  Paterson  (New  Jersey)  News] 


NORTH  jERSEY'S  SWEATSHOPS 
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for  90  hours  of  work 
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SWEATSHOPS 
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Illegal  aliens  find  safety 
working  in  iheir  homes 
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Resurgence  of  Sweatshops  Reported  in  iMew  xorR 
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TESTIMONY  BY  THE  HONORABLE  TOBY  ROTH 
BEFORE  THE  SENATE  LABOP.  AND  HUMAN  RESOURCES  COMMITTEE 
SUBCOMMITTEE  ON  LABOR 
MARCH  25,  1981 


Mr,  Chairman,  I  am  pleased  to  have  been  grant.u  this  opportunity  to 
address  your  subcommittee  with  regard  to  legislation  to  establish  a  youth 
minimum  wage  differential 

Youth  unemployment  has  risen  in  proportion  to  mcreases  in  the  standard 
iBiniffium  wage 

The  minimum  wage  has  begun  to  exceed  the  amount  of  wages  an  employer 
can  afford  to  pay     UsuaUy,  jobs  performed  by  teen-agers  require  hfle  skiU 
and  are  of  lesser  importance  to  an  employer.    As  the  escalating  minimum  wage 
has  mcreased  overall  labor  costs,  employers  have  mechani;;ed  or  abolished  many 
functions  once  performed  by  younger  workers 

Mr  Chairman,  I  have  the  privilege  of  representing  a  Wisconsin  district 
which  depends  significantly  on  the  travel  and  tourism  industry  for  a  viable 
economy.  Most  of  the  tourism-related  concerns  in  my  district  are  small 
busuiesces  which  have  historically  been  a  predominant  source  of  fu-st 
job  opportunities  to  the  young  I  see  the  enactment  of  a  youth  opportunity 
wage  as  a  means  of  both  providing  employment  to  young  people  and  allowing 
smaU  business  an  affordable  source  of  labor  that  will  foster  their  growth 

A  youth  minimum  wage  wiU  benefit  all  concerned    Reduced  labor  costs 
will  aUow  small  businesses  to  expand  their  output,  and  pass  these  cost  savings 
onto  the  consumer  in  the  form  of  lower  prices   Young  people  will  gain  trainuig 
and  job  expenence,  and  the  larger  society  will  get  some  rehef  from  the 
problems  associated  with  high  youth  unemployment 
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The  Bureau  of  Labor  Statistics  estimates  that  overall  unemployment 
for  youth  has  averaged  between  14  5  and  19  9  percent  over  the  past  four 
years     The  failure  of  present  job-creating  programs  to  curtail  rising  youth 
unemployment  is  demonstrated  in  these  statistics     The  mayors  of  New  York 
and  Los  Angeles  have  expressed  their  willingness  to  implement  a  youth 
minimum  wage  on  an  experimental  basis     This  is  clear  evidence  of  the 
gravity  of  the  situation  and  llie  need  for  prompt  action  to  establish  a 
youth  minimum  wage 

Mr    Chairman,  we  are  now  contemplating  cutbacks  in  our  nation's 
social  programs  that  will  exert  an  even  greater  pressure  upon  o.  ^  youth 
to  secure  employment     Student  aid  is  being  reduced     CETA  training  and 
employment  services  are  being  modified     I  beheve  the  youth  mmimum  wage 
differential  to  be  an  effective  means  to  compensate  for  these  cutbacks  by 
providing  job  opportunties  based  on  demand  rather  than  on  taxpayer- 
supported  federal  programs 

This  legislation  wiH  pave  the  way  to  a  brighter  future  for  our  yotmg 
people     Minority  youth  are  the  hardest  h|t  by  unemployment     Let's  reduce 
the  current  37  percent  rate  of  unemployment  among  minority  youth  and  give 
these  youngsters  a  chance  at  the  equal  opportunity  they  need  to  enter  into 
the  mainstream 

I  urge  my  colleagues  on  this  subcommittee  to  act  in  the  interests  of 
our  nation's  young  people  Beyond  the  statistics,  the  arguments  in  favor 
and  in  opposition  to  this  legislation,  is  the  pressing  need  of  our  youth  for 
training,  a  sense  of  purpose,  productivity  and  self-esteem  Let  us  act  for 
the  good  of  our  youth,  and  in  doing  so  make  an  investment  in  our  nation's 
future. 
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we  opfj^s^  S.J4d.   •?.4^!'   jnd  b  h       «-        sr'    •        ►_<!__?-.  r 
bills  w.Ii   ..jt    .,.d.  t       ^'.n    i"^n,  I.    -cr-    ,    :  ^ 
-idult   ut.Li'vi A  r,.w    M  .^b    7l    Ji^   ti-  ,  ,  J 

rtJtn  t"is                                 iL   :^si*>'...^,    *   .    '    *    ,.j  >      j,  ,^ 
Oppol  tarii  t  U'5   t'jt  protLt. 

employ  frs  ^An  Current        hir-^   r         line    =•    :           j-  -  . 

thu  nininum  ,.*.i-jh  t       ^  '  'jojta   i  wi  t  ><     :   «  .[»  ,  ?  ^ 

this   in  I  I   i9sj     Wfale  tins   uutf  ,    ,i  . 

minim.jn  siriv^-  tht    /wu»  .i-,     ltd  r  ,*  t  • 

dduitb   for   Lno^L  jobi:. 
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and  lit  boven  uf   thotae  timet*  t.ff-r\  jnemp lo;, nt'nt  wont  doun  Tho 
minitium  wa.Tc  currer>tl/  S  3 .  r>  an  nour ,   ib  buel>  onwu^h  foi  v^orkors 
to  survLVt   on  and  this  includeij  >t.>'jn^j  people,  v. ho  a  1  :,o  havt-  oxponst'S 
since  many  are  bol  t -suuport  i  nq .        one  would  do  willinq  to  tixluutat 
tntiiselves  -vorl-  imj  tor  sucn  paltrv  \%vU3e*^.   In   I9(w  tho  rrininum  waqo 
was  $1.40  per  hour,   but   the  current  r.unLinum  <sfacjo   ib  onl"^   woith  $1.2') 
iu  1967  dolLirs.   Bv   tho  tim^  .\  youth  pa^b  for  car  faro,    lunch  and  othiT 
mcxJcntils,  ht  or   snt  «ill  hj\,e  viitjjlly  mo  monc^   » '_nUi  i  n  i  n<j . 

A  t'Ool  ot   (.neip  Id  Lor,   Vei^.   LMb>    to  b"  «'\plnited,   vslll  be 
^roatea.    Tnt.  hi  llti  under  dibous,^i(-n  rt'juite  th  it   the  >outh  v>arkt_rs 
be  protected  !>>    tno  v'hiln   labut    liVbo,   DUt  hOHieone   i-  or   19  veil's 
old  la  not  a  rhiM!         do  not   '-^no^^   if  thebe  >oath  v.or<t.ts  will  bt 
gtVen  the  sal.le  prote^^tiun  oy  onplo^er.T    is   idall  wor^-eib.   ^ill  tne*j 
be  allowed  to   -om  an  ion despite   t.  ;it    1  j>.  t   that   they   iri  boinq 
pdid  loss"" 

For  so.Tt    "lubi  «'nt.)luv  t^i     ruqht  v^r>  well  nir*-    i  "i>at'i  wno  could 
^  .'hu^  nan^    heads  u*   noaseholdb  iTiLqht    lose  thrir  job.s, 

\nd  the^   ac  ^  tno  one->  wr.o  -nust   ^ai)i*oi  t   the   fanily.   ^ftT  tho  IHO 
dd*^   period  tnat   an  -nplo^f-r   would  be   K-jaHj    illov^od   to  pi'^  le^s 
t:.an  tne  .ainin.i'n  v/ 1  j   ^    ^        en^.tfiY*       'oubl   firi    •  hn "    •<  ■iJ  '     (n<i  mi' 
a  pew  one   tor  .s  i  ^   nonLhb     dutn  o.34S  and  ,i.  4  30  clam  to  Le  able  to 
prevt  nt    t:iJS     1  he  uiIIl  ::,tate   •"hit   "wh*.  never   the  S^-^retar^  dis^ovcis" 
tqat  an  ewpio>et    i^  en^aqed         t   "nittern  .tnd  practice  of"   sabst j tut- 
in  j  -joar'j  woricerb  for  o!dr:   W(  :  Kt  i     and   tiiin^}  ^ojtr-,  to  h  1 1 «.  neVv 
onei>,    the  .Sr, -r-^ir.  ^,t<-.i.  iiL-     i  penalty   for   '\       "-..ji  j  er  It 

LS  urii'.ilv    t'vj*    i  bMbinesb    5r..n-td  St— r-.  t  f   Lab.ir  A'oabi  m 

qi'.vn  tne   fir.d.a)  rian;)0«._£    t>_    l    .^otiute   all   -n^  erjl-v^'r- 

iT'jund  trr   ^  «- ^  ->n  *  lo    'Mtj]         oafi  at   1'        ^,.111  t       ni  ^ir^ar  waje. 
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Furthermore,  an  cmplovor  mii.jht  threaten  to  tiro  a  youn^?  uorkor  who 
exposed  any  illecjal  practices. 

S.348  would  allou  employers  to  hire  workers  under  a^tv  20  at 
75%  of  the  minimum  wa'je,  or  ourrontly  $2.51  an  hour    Many  poopie 
aqes  18  and  1"0  havo  families  of  thoir  own  or  must  work  in  order  to 
Y   Ip  thGir  parents  support  the  famil'^     They  cannot  afford  to  be  paid 
"peanut"  wa^jes  and  they  are  no  longer  children.   Students  could  also 
be  paid  75*  of   the  minimum  wa^o,    10%   less  than  currently  allowed. 
S.430  woulJ  allow  employers  to  pay  834  of  the  minimum  wiqo,  or  52 
an  hour,   but  tnis  can  already  be  done  under  the  provisional  ot  preMously 
enacted  bills.   5,0^6   is  the  only  b-    that   really   aftectb  teena^'e 
workers  under  Liqhteen.  Howevt r   S  b53  'nukes  no  provisionb  at  all 
for  prottctiivj  youth  worker^,   sucn  ab  tne  "protections"  of  S.4  30 
and  S. 348. 

The  one  vjroup  that  will  benefit  form  these   bill^  busmes.s, 
especially   fast   food  chunb.    This  is  not  a  Yoath  Opportunity  V^fa.j«•  Act 
but   rather  a  "Businebb  Profit  Opportunitv   Act".   McDonald's,  for 
oxampK>,   would  save   31  ccnt.^  pet   share  on  labor  costs    inu  tais  would 
result   in  windfall   profits   for    tlie  business.   Workers    jobs  and  riqhts 
are  more   m^jortant  tnan  busixiesb  profits. 

I'lie  proposed  submin  niuii  waqe  is  even  mure  dan^j^rou.^  smck  it 
would  come  at  the  same   time  as  the  Rcav^m  bud^jet  cuts.   Lnder  these 
euts  the  i^ETA  pro<jram  rfould  be  Virtually   dead  b\   F'l  Federal 
support   tor   vueatiunal   trunin^j  would  be   redactd  20^    from  what  is 
planned,   nn   \prii   2  tnc  Senate   rcccted  an  amundnient   that  would  have 
reatoreu  vlOO  million   for  Vo-Uional   traininc].   The   \oun)  ^dult 
pio^jram  of   tne  L  ibor  Jepartmtnt   that      ic^b  youn  i  people  a.jeb   Ih  to 
23  to  work  on  public    MnJs  woalJ  boon  be     UminateJ.    The  Interior 
Departments  \ou^  h  Lonservatmp  Corp^  would  also  dp  ixeti  after  r\    1  932  . 
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t  uncling  tor  thoso  two  pio^ramb  wouUl  bt>  ^ut.  $194  nillion   in  1- V 
$2Jo  niiiion  in  F\    1982,   $308  million   in  KY   lyHi  and  v>oala  bo 
eiimAndted  m  FY   1984  .  On  April   1  the  Senato  rt>]oct»-'d    jn  anendmcnt 
that  would  have  restored  SbOO  million  fot   vouth  employment  programs. 
TniS  IS  tantan^uunt  to  Cungrosb  beinvj  ^.ommittcd  to  an  increase  in 
youth  unemployment .    There  are  progressive  alturn  jt  ivt  s  to  the  bukiqet 
cuts  and  subminimum  wage.  A  s abm in  main  wage  would  encoura^i-  desper  ite 
students  to  drop  out  of   iigh  S'-^-col,   ^  ocat  lunLil  tri'mnq  t)joi.iram<^ 
in  hiyr.  schools  must  be  increased  to  qivt   youth  the  necessary  pre 
]ob  training.  This  way  a  btuucnt  ^oald  qt-'t   i  ^unt-ral   high  school 
education,    acquire  vocationil   =;kills  and  Lt   a   fulU   c-orr.p  tent  worker 
upon  graduation-   While  st  i  1 1         hijh  Si.hool   tiiere  are  many   jobs  tnit 
youth  ail'  >np  t»'nt   t3  do  at.    ldaltfc>,   and  tner«.-forc  t'lfS  snould 

at  1"        earn  ti'e  mii^iniuin  wa       ana  get  all   tnc  othtr  buPLtits  idult 
workuri   \re  entitled  to. 

Mo  oni.  ^an  deny  tnat  v"uth  uneinplovn\*-nt  i,s  at   x  <_ritical  loveU 
l1  .1 K  overall  an  1   ih.^ir  amon.j  minoritv  youth  in  l4ttu.   It   is  import  wit 
for  legisiatorb  to  listen  to  what  the  youth  nivs.  to  say  about  ibsue? 
dirt^tlj  affecting  them     The  Stvident  PiogrebSive  Coalition  t!un/:s 
the  govf'rnmon'-  mucit-   pji^    i   x~\      m  s^>l^n     t  n*.  [.toblen,   ^  ii.  not 
3Ust   leavt*   It  to  ptlv/ate  businebS     A  sabminimam  Wvigc   will  allow 
e.Tiplo.  <.'rd  to  pa\-  out   lesb  in  waqes   ind   thus  ma-^   opt. a   tne  way  for 
incre  ised  profit   at   tiie  LXponst    of  youth.   When  ttie  orot'tam  of  the 
mini".um  wage  was  begun,   it  wis  to  De  a  minimuTi  pa>   level  for  all 
workers-  To  na\,o  aitfereiil  Tiinimuni  wages  for  diftnent     atgoriLS  ot 

'rs   is  d  I  s.T  iminatoty  ana  defeats   tnp  nasir  purpObe  of  tiie 
minimam  waje.   Tn-    blL'L>Ei>-'i'  PHOaPt.   t  rVK  COALITION  tiietefore  armies 
t'le  aefcat  of  S.J4J,   S-4iO,    mil  S.b=>8  and  ur  je^  Conjress  to  looi- 
at     alternative-  plans  mi  the  gu-otmient*s  roU-   in  h-lpin"}  d».'V'_-lop 
them- 
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QlCniicb  ^iaU»  &maU 

COMMi-rm  ON  LABOn  AND 

HUMAN  Rnotmcn 

WASHINGTON.  D  C  IMIt 


March  27,  1981 


Mr.  Lane  Kirkland 

President 

AFL-CIO 

815  -  16th  Street  N.W. 
Washington,  D.C.  20006 

Dear  Mr.  Kirkland: 

During  the  hearings  on  the  youth  subminimum  wage, 
I  questioned  your  conclusion  that  the  targetted  jobs  tax 
credit  has  led  to  substantial  substitution.     In  support 
of  your  conclusion,  you  quoted  from  a  Congressional  Re- 
search study  entitled  "The  Econoiiic  Rationale  for  the 
Targetted  Jobs  Tax  Credit".     In  reviewing  that  study,  T 
find  that  it  concludes  only  that  the  combination  of  wind- 
falls and  substitution  "may  be"  substantial  but  makes  no 
conclusion,  however  tentative,  that  there  has  been  any 
substitution.     All  the  evidence  cited  refers  to  windfalls, 
and  none  to  substitution. 

As  the  issue  of  t..e  extent  of  substitution  was  such  a 
crucial  matter  during  the  course  of  the  hearing,   I  would 
appreciate  your  review  of  that  study  or  any  other  evi- 
dence you  may  have  to  see  if  you  agree  with  me  that  there 
IS  no  documentation  of  any  significant  substitution  effect 
trom  the  Targeted  Jobs  Tax  Credit.     I  assume  that  you 
would  also  agree  that  if  the  substantial  incentive  of  the 
Targeted  Jobs  Tax  Credit  does  not  result  in  substitution 
that  there  is  very  little  liklihood  that  the  much  smaller 
incentives  of  a  subminimum  would  do  so. 

I  am  informed  by  the  Subcommittee  Chairman  that  your 
answer  to  this  letter  can  be  included  in  the  printed  record 
if  it  IS  received  by  April  10,  1981. 


Dan  Quayxe 

^,  ,  United  States  Senator 

DQ/mks 

cc:   Senator  Don  Nickles 

Chairman,  Labor  Subcommittee 
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AMERICAN  FEDERATION  OF  LABOR  AND  CONGRESS  OF  INDUSTRIAL  ORGANIZATIONS 


The  Honorable  Dan  Quayle 
United  States  Senate 

Committee  on  Labor  ana  H»ainan  Resources 
Washington,   D.C.  20510 

Dear  Senator: 

In  your  letter  of  "^rch  27  you  raise  a  question  about 
my  testimony  with  regard  to  the  Targeted  Jobs  Tax  Credit 
program  as  evaluated  by  John  Fisk  in  a  Congressional  Research 
study  isntitled  "Th's  Economic  Rationale  for  the  Targeted  Jobs 
Tax  Credit." 

In  my  statement  i  was  careful  to  note  that  the  study  to 
which  I  was  referring  concluded  that  the  evidence  suggests 
that  windfalls  and  job  substitutions  in  the  program  were 
substantial . 

A  review  of  the  report  indicates  that  Mr.  Fisk  did  not 
refer  to  a  "combination"  of  windfalls  and  substitution,  as 
your  letter  implies. 

I  have  reproduced  below  the  paragraph  on  page  5  of  the 
report  which  deals  with  Employment  Effects  «s  well  as  page 
10,   the  Guirjnarv  of  the  report.     Neither  of  these  statements 
uses  or  implies  the  term  "combination,"  an^  clearly  indicate 
substitution. 

"B.     Emolovrent  Effects 

"The  net  increase  I'i  the  overall  level  of  employment 
caused  by  the  TJTC  will  i  ost  likely  turn  out  to  be 
smaller  than  the  gross  nunber  of  participants  in  the 
program.     Windfalls  ard  substitution,  which  are  discussed 
below,  cause  this  disparity  between  the  gross  and  net 
job  creation  of  the  TJTC. 
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Senator  Dan  Quayle 
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April  2,  1981 


"Even  without  a  special  financial  incentive,  many 
firms  hire  individuals  with  characteristics  identical 
to  the  TJTC  target  population.     Employers  who  do  this 
are  sometimes  able  to  claim  the  tax  credit  for  individuals 
that  they  would  have  hired  even  m  the  absence  of  the 
program.     These  employers  receive  what  is  frequently 
described  as  a  'windfall  gain.  '-^  The  nuiriber  of  employees 
who  would  have  been  hired  in  the  absence  of  the  program 
needs  to  be  subtracted  from  the  gross  number  of  participants 
to  determine  the  net  job  creation  of  the  TJTC.*' 


"5/    The  problem  of  displacement  in  public  service 
employment  is  a  similar  phenomenon.     State  and  local 
governments  sometimes  hire  individuals  an  a  public 
service  employment  program  that  they  would  have  hired 
anyway,   thus  reducirg  the  number  of  net  new  jcbs 
actually  created  by  public  service  employment." 


*'IV.  SUMMARY 

"An  evaluation  of  the  TJTC  should  examine  the 
effectiveness  of  the  program  in  increabing  employment 
among  the  targeted  groups.     Also,  the  extent  of  wind- 
falls and  the  extent  to  which  firms  substitute  eligible 
workers  for  ineligible  ones  should  be  determaned.  An 
evaluation  probably  does  not  need  to  study  the  effects 
of  the  program  on  an  overall  rate  of  inflation*  since 
the  program  is  small  enough  that  only  a  mammal  effect 
on  the  national  price  level  may  occur.     In  addition,  an 
examination  of  the  impact  of  the  program  on  unemployment 
rates  of  the  targeted  groups  should  keep  in  mind  that 
unemployment  rates  may  not  substantially  change  if  the 
prcc;r?.ir  bctli  ir.creui-Ch.  cit.i^loyij.ent  and  aLtrt.cls  woxktis 
into  the  labor  force  who  previously  were  not  seeking 
jobs . 

"Currently,   no  hard  evidence  is  available  on  the 
effectiveness  of  the  TJTC  in  reducing  structviral  unemploy- 
ment.    A  Department  of  Labor  evaluation,  which  will  be 
available  by  June  1981,  may  be  the  first  good  detailed 
empirical  study  on  the  effects  of  the  TJTC.  Although 
no  detailed  evaluations  of  the  TJTC  have  been  completed, 
there  is  some  limited  evidence  on  the  effectiveness  of 
the  program.     This  evidence  suggests  that  windfalls  and 
substitution  in  the  program  may  be  substantial.     I£  this 
evidence  is  accurate^  modifications  in  the  TJTC's 
targeting  mechanism  may  be  a.bi_e  to  reduce  the  windfalls 
Nevertheless,   because  of  the  difficulties  in  identifying 
the  structurally  unemployed,   a  reauction  in  windfalls 
will  not  be  easily  achieved."     (Underlining  added.) 


and 
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1  recognized  that  this  study  was  not  the  last  word  on  the 
subject.     Therefore,    I  noted  that  the  Department  of  Labor  was 
scheduled  to  release,    in  June  1961,  an  empirical  study  on  the 
effectivenss  of  the  program  m  reducing  structural  unemployment 

I  appreciate  and  accept  the  offer  of  the  Subcomna  ttee 
Chairman  to  include  this  response  in  full  in  the  printed  record. 


President 


cc:     Senator  Don  Nickles 

Chairir.ar,  Labor  Subcomn  ittee. 
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NATIONAI  ASSOCIATION 


.0^ 


Of  THEATRE  OWNERS 

1500  Broadway  New  York  N.  Y.  10036  (312)  730-7430 


Vkt  htudtm  i  Executive  Director 
JoKpliG  Altrman 


April  10,  1981 


HonOi^ible  Don  Nickles 
Chairman,  Labo;:  Subcoitmiittee 
United  States  Senate 
Washington,  D.C.  20510 

Dear  Senator  Nickles: 

The  National  Association  of  Theatre  Owners  (NATO) 
supports  S.  348,  the  Youth  Opportunity  Wage  Act  of  1981. 
We  are  conveying  our  views  today  to  you  and  to  Senator  Hatch. 
Thesp  views  are  >  it  forth  in  the  enclosed  letter. 


Chairman  of  the  Committee 
on  National  Legislation 
President,  the  Glenoris  Corp. 


Enclosure 
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NATIONAL  ASSOCIATION 

^^Of  THEATRE  OWNERS 

I5D0  Broadwiy  New  York  N.  Y.  10036  (20) 

Vice  ht*>fim  i  Ettcmnt  OntM 

Joff G  AltemiH  April  lo,  1981 


Honorable  Orrin  G.  Hatch,  Chairman 
Committee  on  Labor  and  Human  Resources 
United  States  Senate 
Washington,  D.C.  20510 

Dear  Senator  Hatch: 

The  National  Association  of  Theatre  Owners  (NATO) 
represents  over  8,000  motion  picture  theatres  across  the 
country.    On  behalf  of  NATO's  members,  I  want  to  take  this 
opportunity  to  convey  our  enthusiastic  support  for  S.  348 
the  Youth  Opportunity  Wage  Act  of  I98I. 

It  IS  the  collective  judgment  of  many  members  of 
the  motion  picture  theatre  industry  that  S.  348  will  create 
more  3ob  opportunities  for  America's  youth.     This  judgment  is 
bas^d  in  part  upon  economic  factors  which  underlie  t'  •  motion 
picture  theatre  industry. 

At  least  50  percent  of  the  gross  income  of  a  typical 
motion  picture  theatre  is  spent  on  film  rentals.     Payroll  is 
the  next  most  significant  cost  for  motion  picture  theatres.  In 
order  to  survive  m  the  highly  competitive  leisure  market, 
theatre  owners  have  been  forced  to  reduce  their  payroll  costs 
to  a  minimum.    Over  the  years,  payroll  costs  have  been  reduced 
by  the  increased  use  of  automation  and  other  labor  saving 
techniques      The  net  result  has  been  the  elimination  or  drastic 
reduction  of  job  opportunities  for  youth  in  the  motion  picture 
theatre  business.     Ushers,  doormen  and  other  jobs  requiring 
unskilled  labor  have  been  eliminated  m  the  continuing  effort 
to  keep  payroll  costs  at  a  minimum.     The  members  of  NATO 
believe  that  a  youth  wage  differential  will  encourage  the 
retention  of  these  unskilled  positions  and  may  help  restore 
these  employment  opportunities  in  theatres  where  they  have 
been  el iminated. 

Labor  costs  have  forced  the  closing  of  hundreds  of 
theatres  across  the  country.    The  impact  of  theatre  closings 
has  been  felt  by  all  communities.     People  living  in  rural 
communities  who  rely  on  movie  theatres  as  a  major  source  of 
entertainment  are  finding  more  and  more  that  they  must  drive 
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Senator  Orrin  G.  Hatch  2  April  10,  1981 


long  distances  to  see  the  latest  m  movie  entertainment.  And 

in  many  of  the  major  cities  across  the  country,  people  ^ho 

have  no  access  to  transportation  to  take  themselves  out  to 

the  suburbs  have  witnessed  the  closing  of  hundreds  of  neighborhood 

theatres.     NATO  believes  that  a  youth  wage  differential  would 

help  reduce  the  number  of  theatre  closings  throughout  the 

country. 

There  are  also  some  practical  reasons  why  the  members 
of  NATO  feel  that  S.  348  is  necessary.     Jobs  m  the  motion 
picture  theatre  industry  have  been  the  traditional  point  of 
entry  into  the  labor  market  for  thousands  of  teenagers  and 
young  adults.     The  experience  that  these  individuals  gain 
while  working  in  movie  theatres  enables  them  to  later  move 
upward  into  more  meaningful  jobs.    Viewed  m  this  context, 
the  nation's  movie  theatres  provide  important  "first-time" 
employment  opportunities  for  America's  youth  which  should  be 
preserved.    The  members  of  NATO  feel  that  S.  348  will  help 
significantly  in  this  regard. 

As  your  Committee  reviews  S.  348,  we  urge  you  to 
consider  two  amendments  which  would  increase  the  ability  of 
the  movie  theatre  industry  and  other  small  businesses  to 
provide  youth  employment  opportunities.     The  first  relates  to 
the  period  in  which  the  youth  differential  applies  and  the 
second  relates  to  the  gross  income  level  at  which  the  minimum 
wage  must  be  paid. 

Movie  theatres  are  one  of  hundreds  of  businesses 
which  employ  young  adults  on  a  part-time  basis.     The  most 
recjnt  Department  of  Labor  study  shows  that  employment  m  the 
motion  picture  theatre  industry  averages  a  fraction  above  22 
hours  a  week.     This  same  report  reveals  that  only  10  percent 
of  the  movie  theatre  workforce  works  40  or  more  hours  per 
week. 

S.  348  provides  that  the  youth  wage  differential 
would  apply  for  a  period  of  180  days.     The  benefits  of  this 
provision,  from  an  economic  standpoint,  are  less  significant 
for  part-time  businesses  than  for  the  full-time  industries 
which  employ  young  adults  on  a  full-time  basis.     For  example, 
the  180  day  period  would  allow  industries  employing  youth  on 
a  full-time  basis  to  pay  the  youth  differential  for  over 
1,000  working  hours,  based  upon  a  40-hour  work  week.     For  a 
business  in  which  employees  average  only  22  hours  per  week, 
the  full  benefit  of  the  youth  wage  differential  would  never 
be  realized. 

Accordingly,  t\ie  members  of  NATO  urge  you  to  consider 
an  amendment  which  would  allow  businesses  that  regularly 
employ  young  adults  on  a  part-time  basis  to  pay  the  youth 
wage  differential  for  a  period  of  1,000  working  hours.  Such 
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an  amendment  would  make  the  youth  wage  differential  an  even 
greater  incentive  for  businesses  to  provide  30b  opportunities 
for  America's  yodth.    This  amendment  is  entirely  consistent 
with  the  goals  of  S.348,  and  would  make  the  youth  wage  differ- 
ential fully  available  to  employers  of  part-time  personnel, 

NATO  also  urges  you  to  consider  an  amendment  which 
would  allow  small  theatres  and  other  part-time  businesses 
operating  in  diverse  geographical  locations  to  be  viewed  as 
separate  entities  within  the  context  of  the  minimum  wage 
gross  income  level  exemption  of  the  Fair  Labor  Standards  Act. 
There  are  many  instances  where  a  business  operates  two  or 
more  theatres  located  in  diverse  geographical  areas.  Under 
the  Fair  Labor  Standards  Act,  the  income  from  these  diversely 
located  theatres  is  grossed  together  for  determining  the 
gross  income  level  at  which  a  theatre  must  pay  the  minimum 
wage.  I  speak  from  experience  when  I  say  the  practical  impact 
of  this  provision  has  been  the  closing  of  movie  theatres 
serving  small  and  rural  communities. 

My  partners  and  i  operated  a  small  theatre  m  Marion, 
Virginia.     This  theatre  provided  movie  entertainment  for  a 
community  of  approximately  10,000  people.     The  next  closest 
movie  theatre  to  Marion  is  over  30  miles  away.     Because  we 
operated  theatres  in  other  small  communities  m  that  part  of 
Virginia,  our  combined  gross  income  from  all  these  "small  com- 
munity" theatres  exceeded  the  gross  income  level.     Thus,  we  were 
recuired  to  pay  minimum  wages  to  all  our  employees.  This 
precluded  our  qualifying  for  the  exemption  from  payment  of  the 
minimum  wage  under  the  Fair  Labor  Standards  Act.     As  with  other 
smaller  theatres,  our  margin  of  profit  was  so  narrow  that  the 
payment  of  the  minimum  wag^  was  costly  enough  to  cause  us  to 
close  the  theatre  in  Marion, 

Tnank  you  for  the  opportunity  to  present  our  views.  If 
we  can  be  of  assistance  to  you  or  your  Committee  as  you  consider 
S.  348,  please  feel  free  to  call  upon  — \ 

y 


nn  f«5rris 
irman  of  the  Committee  on 
National  Legislation 
President,   the  Glenoris  Corp. 
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Stfite  ient  o"*  Simon  Potten  erg  to  Senate  LabO'*  Su  comTiittee 
on  youth  d  i *'^<»rent ial  minimum  wages. 

My  name  is     Simon  Pottenbprg.     I  arn  P'-o'^es^or  of  Socnomios 
at  the   University  cf  Massachusetts,   Amherst,     I  have  previously 
taught  at  Duke  University,   the    State  University  of  h'ew  York 
at  Buffalo,  the  University  o  **  C^icaf^o,  and  t'p    Uni-er'-ity  of 
Puerto  Rico.     I  have  p   doctoral  degree  in  economics  from 
Harvirt*  University  and  m-  thesis  dealt    with  labor  market  analysis. 
I  have  been  a  stud'^nt  of  labor  marke t  beh avior  for  four  decades 
and  have  published   a  number  of  papers  on  aspects  of  the  economics 
of  kabor  markets  in  professional  jourimls*     I  an  t  le  Director  of 
Minimum  Wage  Studies  of  the  A"iericn  Enterprise  Institute  for 
Public  Policy  Research. 

Labor  markets  are   institutions   in  w'^ich  t  ^e   services  of 
workers  are  transacted.     Those  services  are  very  diverse  because 
a  Tery  large  number  of  different  tasks  are  performed   in  'he 
economy  and  becRuse  workers  are   non-homogeneous  ir» 
their  training  and   skill  and   other  ou&lities,   as  well.  Some 
olatset  of  workers  are   subs t i tutabl e  in  production  for  other 
classes  i^nd  some  other  kinds  of  factors  of  production,  as,  for 
example  J  capit;al  ins  t '•umen  ts,   are  also  substitutable  for  workers. 
Some  workers  are  niore  specialiied   to  particular  tasks  t^an 
are  other  workers  bjt,   in  general^   there  are  alternative  uses  to 
which  labor  services  oan  be  put  in  the  Production  of  commodities 
and   r  ''rvlces  . 
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Some  inriustries  are  1  p '^o  r-intons  ive .     That  is  to  say. 
In  the   oroduction  o**  their  products,   thev  emploj  a  large 
number  if  -.orkprs.  relati-e  to  the  quantity  of  other  frctors 
of  production  that  they  use     otYpr  industries   are  less  le^or- 
intens  iv9 • 

Ir  a  market  economy  consensual  exchanges  cccur.  Employers 
bid   for  the  tervlces   cf  wopk-rs  nnd  workers   of'er  th^ir  services, 

rnges  take   place  w'en  bids  and   o'"^ers  are  accpted  and  implicit 
contracts  arp  consummated.    When  transacticns  are  consummated, 
both  workers  s.id   employers  are  ad  vantaged  |  •  ho  th  are  better-of 
then  they  would  have  been  In  the  absence  of  the  trensaction* 
This  must  be  true  because  each  of  the   parties   to  the  trrnsaction 
has     the  alternative  option  o"  arranging   sone   other  exchamge, 
different  froTJ  this  onej   if  any  arrangement  is   chosen  over  all 
other  alternatives,  we  assume,  gi-en  t^at  tre  r.sactiona  are 

not  coerced,   that  this   is  preferred     to  other  options  that 
are  available* 

The  network  <f    labor  markets  is  a  constellation  of  instltutlohs 
through^  w^ich  distribute  t  ems-^lves  geographically  within  the 
country  and  (distribute  themselves  among  occupations  enc  industries. 
It   is  a  network  thit  also  serves   to  distribute  people  between 
the    status  o^  work  o"  searr*-   for  work  end   that  c"  schooling,  retired 
non-work,  and  various  non-market  activities,   such  as  tending  one»s 
home  and  children* 

Conventional  economic  theory  of  t^e   Ipbor  market  tells  us 
that,   in  competitive  labo'*  markets,   in  i^hlch  beh&vior   Is  guided 
by  t' e  different  wages   paid  to  labor  In  different  emplcyraents. 
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workers  are  distributed  efficiently  amons  occupations  r nd  industries 

and   t.  ey  are  distributed  effioiently  as   between  work   in  t'  e 

labor  raarlet,  work   in  non-market  activities,   schooling,  ard 

the   corxsumntion  o     leisure  during  retirement  and  durinf  vacations. 

In  such  -nark-^te,   the  wagea  o^  labor  of  different  kinds  end 
dif^'erent   levels   of   skill  exfress  the   soclel   s  oarr  ity  ve  lue  of  labor. 
In  such  narle  ts,   t^e  wages   p  id  to  workers  are  eo-  al  to  labor's 
marginal   cont  ri^^uti  on  no  output,   so  exploitation  does  not  oocur. 
Worker*  in  sue     markets  are  allocated  among  occupations  r nd  industries 
in  such   proportions  thp  t  the  coBi"iunity  secures  the   "^asket"  of 
com-odit  ies  and  services  t  at  vrill  maximize  its  welfare,   labor  of 
different  olassaS   is   put  to  its  most  highly  valued   uses,   the  output 
of  the  eoonom^'  is  -^aximited,   giv*»n  its   resource   constraints,  nnd, 
m  combining  factors  o^  Droduction  to  produce   t^e  economy's  output, 
the   least-cost  and  -.ost  efficient  coBbination  is  employed. 

In  such   comnetitiYe  labor  -nerketa,  workers  are  gi"en  socially 
opti-ial    incentives  to  acouire  skill   and    ''irBS  are  given  sooially 
optl-ial   incentives  to  train  workers.     The   socially  appropriate 
ouantity  of  human  capital  is  formed. 

In   competitive  labor  na-kets   in  w'-ich  t^e^e  is  no  interfererce 
with  the    competitively  detrr-^ined   price  of  la-^or  services,  workers 
are,    frou  the   standpoint   of  the  welfare   of  society   in  the  aggregate 
and  also   fron  the   standpoint   of  the   workers,   t  he-nael  ves ,    in  the  right 
place,   the  rifht   occupations  pnd  ind'.stries,  appropriately  combined 
with   cth'^r  factors   of  proOuotion,  nnd  they  -^reduce  an  appropripte 
set  of  com"'o1itiea  and  services* 


ERIC 


500 

the 

Theie  are  propositiona  derived  f rom/oon TCHtiontl  theory 
of  eooQoBioi  whioh  hai  been  distilled  from  some  hundred  of 
yiars  of  intensire  intellectual  reflection  by  a  cohort  of 
poriona  of  high  intelligence,  applying  principles  of  logic 
and  testing  '•or  the  implications  c**  the  f-eory  by  sophisticated 
obierTation  of  real  experience  in  the  worlds 

The  interrention  of  government  into  labor  marks  ts,  as 
through  the  enforcement  of  legal  minimum  wages  has,  however, 
introduced  distortions* 

The  minimum  wages  laws  have  caused  some  kinds  of  labor 
services  tc  have  a  price  that  is  higher  than  that  which  correctly 
expresses  its  scarcity  value  to  society.     As  a  result,  behavior  has 
"djusted  tc  these  soc ial ly- inappropriate  signals. 

Employment  of  the  rel*9vant  classes  of  labor  is  less  than 
would  otherwise  occur*     Substitutes  for  labor  have  been  intro- 
duced*    These  are  either  substitute  factors  of  production  or  they 

8  o 

are  different  ways  of  organizing  work/thet   it  becomes  leas  la  bo-- 

intensive*     Sons  labor-intensive  commodities  ar^    services  either 

oease    to   be  produ;  ed   or  the   ouantity  of  them  that    is  produced 

■is     diminished.     The  society  gets   from  its   resources  a  smaller 
it 

ouantity  of  output  than/would  otherwise  have*     Its  product  is 
leas  ef**iciently  produced*     The  combination  of  fectors  of  nroductaon 
is  proportionally  wrong;  too  little  labor  and  too  much   cf  oth' r 
fautors  are  employed  in  production  so  that  the   real  resource  cost 
of  society's   output  is  enlarged*     Therefore,   the  quantity  of 
poverty  in  society  is   increased  and  the  poverty  of  the  Dlready- 
poor  is  made  more  intense* 
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since  BlnloUB  w.ge  l,,,  p^.h  up  the  nrloe  o"  tobor  at  >he 
bottom  or  the  r.ng,        ,.g,.  --or  worker,  of  dlf-,„„t  level,  of 
.kill  end  tend,  to  .onpre,.   the   r.n.e   of  ,.g„.   they  di»lnl.h  the 
incentive  of  worker,  to  Inre.t  In  the  .ooul.ltlon  of  .kill. 
yir,,.  kno»lng  th.t  tr.lnlng  of  lowe r-.kll 1-le vel  employee. 
1-po.e.  upon  then.  oo.t.  of  «.  t.r  1.1  ..,..t,  of^he    In.t  ructlon.l 

tl».  of  Journeymen  worker.,  find  th.t  they  o.nnot  earn  .  „orm.l 
return  on  Investment  In  tr.lnlng.  given  the  higher  .inimu.  ,.g, 

th.t  the   1.,  reaulre.  them  to  p.y  to  untrained  worker.,  thu.. 

on-the-job  tr.lnlng  programs  .re  contraeted.     Le..  human  oaplt.l 

1«   formed  by  the  society. 

Tho.e  ,ho  cannot  contribute  to  output  an  increment  that  h.. 

•  "lue  a.  Ugh  .a  the  w.ge  th.t  the   law  renulre.  that  they  b. 

paid  find  It  dlfMcult  to  -md  anployment.     This  i.  os,.  daily 

true  Of  unakllled  young   people  ,1th  relatively  little  formal 

ao'.oollng.     The  minimum  ,age  la,  produce,  unemploymmt  for  them. 

Protracted  J^ng-perlcd   unemployment  or  theae  .voung  people  lea*. 

them  tc  engage  In/dv.rse  beharlor.   Including  entry  into  actlvltle. 

th.t  are  at  or  -eyond  the  margin  of  the  la,.     The  a.  ntity  of 

viotimi,atl,n   of  otier.   in  society  becone.  larger. 

The     dlttrihjtlon   of  +>e    eostn   i^r^^m^A         i  i 

ri  oi       e    costa   Impoaed  by  legal  minimum 
Tre  coat 

-ge.  I.  not  uniform.     /    r.ii.  ,oat  Heevlly  upon  t^e  un.tlUed. 
unschooled  young.     It  fall,  also  heavily  ,p„„ 
country  .here  Ubor  is  relatively  abundant. 

indeed.  .Inlmum  ,agea  law.  ^ave  ^en  promoted  most  intensely 
bv  privileged   ola.,,e.   of  .orker.  to      dlnini.h  the    compM.ltion  fbr 
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the  performance  of  labor  scrvioea  by  less  privileged  worker*  and 
l)y  worker*  in  lets  privileged  regiont  o**  the    country*  Legal 
minimum  wage*  are, thus,   regreasiTe  in  their  effects  end  they  hpve 
beeu  instrumentB  ''or  the  intrenohment  and  intensification  of 
privilege . 

A  clear  example  of  how  this  nrooess  operates  can  be  seen 

in  South  African  experience.     There,   for  many  decadea,  privileged 

white  un  onited  workcra  have  insi«;ted  on  the  enforcement  of 

"et^ual  pay  for  whitea  anr  blacka**  minimum  wage  rulea  to  govern 

wage  paymenta  to  blacka  in  occupationa  alao  emoloying  whites. 

They  have  openly  aupported  t>'at   policy  not  becauae  chey  aeek 

justice  and  the  improrement  of  the  conditiona  of  life  for  black 

workeraj   rather,  they  have  done  ao  becauae  they  aeek  to  inhibit 

the  employment  of  blacka  in  occupationa  ataffed  by  whitee.  They 

have   aought  to  make  blacks   leaa  ef^ecti-e  competitor*  in  the 

market  for  labor  aervicee*     Uncuestionably,   thia  oaae  ahowa  that 

minimum  wagea  by  law  can  be  an  elective  inatrunent  for  preventing 

the  rediatri^ut ion  of  income  ant*  wealth  from  t^    rel  at ive ly  wel  1- 

off  workers  to  thoae  who  are  worae  of. 

There  ia  a  great  deal   of  evid^-nce  that  young  people  in  thia 

country  ard  eapecially  young  black  people  have  teen  victimised  in 
impoaitlon  and 

this  way  by  the /enforcement  of  minimum  wage  laws.     They  have  been 
made  worae-off,   ao  that  other  cleasea  workera  who  are  relatively 
privileged  could  be  advantaged.     Unemployment  ratea  among  them 
are  nasaively  high.     Many  of  them,   faced  by  persistent  unemployment 
of  long  duration,   engnge  in  aooially  deviant  behavior  that  impose 
0  08 ta  upon  the  citisen'^y. 
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A  reduced  ninimum  wQ{^e  for  youti^*  people,   celcw  t*- p  logrl 

ninimun  definod  ""or  edulta,  would  tend  to  redress  t^e  '-rl*nce. 

and   Ire  roas«»d   on-th  e  -  jo>    tra  inii  ^         t  -  em 
It  should   lead  to  increased  employment  of  tbe  young/enc"   s  oulc 

lead  to  less  sooIbI  dpvianoG  Dmong  t^em# 

I  reoomnend  t}.nt  a  yout)i  di^'^erential  linimum  ware   be  enacted 

by  t>- e  Concresa, 


S2-1K7  O-xi  W 
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Jacob  Mincer 
March  1981 


Effecf  of  Minimum  Wage«  on  Employment 
Unemployment,  and  Skill  Formation  of  Youths 


I.  Introduction 

Despite  four  decades  of  existence,  minimum  wage  lavs  are  a  continuing 
subject  of  controversy  in  the  political  arena.    Their  stated  Intent-  the 
alleviation  of  poverty  -  Is  proclaimed  by  proponents  and  accepted  by  the 
public  as  a  fact  requiring  no  further  evidence.    At  the  same  time, 
"Economists  who  question  the  wisdom  of  minimisn  wage  hikes,  by  pointing 
to  adverse  employment  effects,  are  asked  to  provide  evidence  on  the  validity 
of  the  basic  law  of  economics,  that  of  the  negatively  sloping  demand  curve- 
from  which  the  adverse  effects  follow.    Apparently,  when  social  legislation 
conflicts  with  scientific  laws,  the  burden    of  proof  is  on  the  latter! 

Now,  it  is  true  that  a  number  of  economists,  including  myself,  ha,^e 
spent  some  time  investigating  effects  of  minimum  wage  legislation-  not  in 
ordpr  to  verify  the  eristence  of  adverts  effects  on  low  wage  workers,  but 
first  in  order  to  estimate  magnitudes  of  effects,  and  8econ<»,  perhaps  more 
importantly,  to  study  or  at  least  refl-ict  on  a  number  of  other  effects 
especially  relevant  to  the  plight  of  youth,  and  ranging  from  adverse 
effects  on  skill  fonrsation  to  Instability  in  labor  market,  school,  and  other 
froms  of  behavior. 

At  the  outset,  we  should  note  that  econometric  research  must  rely  on 
periodic  changes  in  minimum  wage  levels  and  in  their  coverage  in  order  to 
sfudy  the  temporal  covariation  in  employment  and  in  other  related  variables. 
This  has  two  conseq^encesi   (1)  only  short-run  effects  may  be  discerned  in 
su-h  data  freatoPnts,  and  (2)  Since  a  variety  of  changos  take  place  con- 
^Mrrently  with  minimum  wagr  rhanges,  the  Isolation  of  the  magnitude  of 
rffPcts  of  th.^  latter  cannot  bp  ohtsined  with  precision     The  varying 
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eatinstes  obtained  by  different  investigators  depend  on  the  nature  and 
site  of  their  sample  (both  in  niunbera  of  people  and  of  time  periods 
observed) ,  on  the  specification  of  their  models  (which  variables  are  to 
be  included  and  in  what  form) ,  and  on  the  statistical  methodologies  used. 

In  viewing  the  potential  impact  of  the  minioiuiR  wage  it  is  useful 
to  see  it  in  relation  to  all  other  wage  levels.     For  this  purpose,  a 
widely  used  statistic  is  the  ratio  of  minimum  to  average  v>ages,  in  the 
economy  or  in  sectors  of  it.     The  minimum  wage  ratio,  so  defined,  is 
practically  trendless,  but  it  does  show  sawtooth  fluctuations:  as  it 
increases,  the    minimum  is  increased  stepwise,  while  subsequently 
economy-wide  grovrtih  and  inflation  erode  the  ratio.  Although  the  pay  ratio 
was  roughly  trendless,  the  Industry  coverage  of  minimum  wages  has  Increased 
continuously  from  about  40%  of  the  wor)t  force  initially  to  close  to  90%  st 
the  present  time.    Coverage  relevant  to  teenagers  was  lower  initially 
and  it  has  risen  at  least  as  dramatically,  especially  when  coverage  was  ex- 
tended to  retail  trade  in  the  early  sixties. 

The  pay  ratio  and  coverage  statistics  do  not  capture  all  the  dimensions 
of  minimum  wage  provisions  for  several  reasons:   (a)  In  some  states  and  cities 
local  minima  extend  the  coverage,  and  in  some  cases  raise  the  level  of  the 
federal  minimum,   (b)  Special  groups  of  covered  workers  can  be  hired  below 
the  minimum  through  exemptions  issued  by  the  Department  of  Labor,  and  (c) 
Compliance  with  the  law  is  not  complete. 

These  complications  may  be  a  minor  source  of  inaccuracy  in  time  series 
analyses,  and  they  are  mora  lik'^ly  to  obscure  cross-section  studies. 
Actual ly«  past  studies  e/en  ignored  the  covera(7e  variable,  an  omission 
that  has  been  corrected  in  moat  recent  research  published  in  the  1970* s. 
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It  is  important  also  to  distinguish  snslyticslly  snd  empiricslly 
between  (reductions  in)  employnent  and  (increases  in)  unenployraent . 
These  have  been  studied  as  alternatives,  or  have  been  carelessly  con- 
fused, as  if  the  terms  were  interchangeable .    A  given  redw;tion  in 
employment  in  the  covered  sector  need  not  be  fully  reflected  in  un- 
ec^loynent  figures,  sinca  acme  of  those  who  lost  emplovwent  in  the 
covered  sector  may  find  employment  in  the  sector  not  covered  by  the 
legislated  wage  or  in  the  armed  forces,  and  others  may  withdraw  from 
thf?  work  force  into  households,  schools,  go  on  welfare  or  into  some 
unreported  activities.    On  the  other  hand,  there  is  also  the  theoreti- 
cal possibility  that  resulting  unemployment  may  exceed  the  decrease 
in  pmployment.    This  could  happen  if  the  higher  wage  in  the  Covered 
sector  attracts  job  searchers  from  other  sectors  and  from  outside  of 
the  labor  force. 


2.  Etfects  on  Youth  Ehyloyment  snd  Unemployment 

Research  during  the  past  decade  suggests  a  range  of  estimates  of 
elasticities  of  youth  employment  with  respect  to  the  minimum  wage 
variable  to  be  between  .1  and  .3,    That  is  to  say,  a  10  percent  increase 
in  the  minimum  wage  oj:  in  coverage  reduces  employment  of  youths  (age  16>24} 
by  1-3  percent* 

Although  the  youth  demographic  group  singled  out  for  study  is  a 
low  wage  group  on  average,  only  a  part  of  that  group  is  at  risk,  one 
that  has  below  minimum  wages  and  is  covered  by  the  law.    The  sggreiation 
blunts  the  estimated  effect  in  two  ways;   (1)  Some  members    of  the  group 
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(whites  and  students)  nsy  gsin  in  enployment  as  superior  substitutes 
for  the  diseinployed,  and  (2)  the  diamnployed  from  the  covered  sector 
may  find  enploynent  in  the  '*free**  sector.    Thus,  for  the  group  as  a 
whole  net  disemployftent  nsy  be  neglible  while  the  relevant  disemploy* 
ment  (of  the  advarsly  affected         'Subgroup  in  the  covered  sector) 
may  be  siseable.  Instead,  studies  of  more  honogeous  groups,  such  as 
low  wage  industries  reveal  disemployment  effects  that  are  three  times 
as  large. 

Turning  to  unemployment,  estimated  effects  sre  usually  small, 
about  one-third  of  the  sise  of  reductions  in  employment.  However, 
little  comfort  pan  be  taken  in  such  findings.    If^  as  seems  to  be 
the  case,  labor  flows  out  of  the  covered  sector  is  a  result  of  minimuR 
wages,  partly   into  the  non-market,  unemployment  may  be  neglible  even 
if  disemployment  is  siseable.    Indeed,  given  disemployment,  the  smaller 
unemployment  the  larger  the  adverse  effects  on  labor  force  participation* 
Amoyng  non-students,  the  adverse  effect  on  employment  and  labor  force 
participation  are  especially  pronounced  for  black  youth. 

The  meaning  of  employment  and  unemployment  effects  amoung  students 
who  comprise  the  bulk  of  the  teenage  -rroup  (over  2/3)  is  problematic. 
Mattila  has  shown  that  the  employment  of  students  tends  to  increase 
when  minimum  wages  are  raised.    This  is  because  of  induced  prolongation 
in  schooling  of  students  who  would  otherwise  prefer  the  labor  market, 
and  because  employers  pre'f'er  to  substitute  students  for  non-students 
in  the  casual  jobs  to  which  minimum  wages  apply,  or  which  are  eng-andered 
by  them,  in  part,  the  preference  for  students  is  also  due  to  minimum 
exemptions  which  often  apply  to  students. 
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3.     Effects  on  Skill  Format ion 

The  early  labor  market  difficulties  engendered  by  the  mimmuin  wage 
cannot  br?  evaded  by  youths  Who  ar^  either  unwilling  or  unable  to  prolong 
their  schooling.    The  problems  they  face  are  not  restricted  to  declines 
in  dPinand  due  to  a  particular  timing  or  a  minimum  wage  increase.  The 
difficulties  are  more  insidious  affecting  long-run  career  prospects. 
Thp  alternative  form  of  acquisition  of  education  and  occupational 
skills  through  schooling  is  formal  or  informal  job  training  or  learning 
on  the  Dob.  Indeed  the  latter  is  the  traditional  and  still  the  most 
prevalent  nK>de  of  skill  formation  throughout  the  world.    The  effect  of 
the  institution  of  minimum  wages  is  to  destroy  Incentives  of  employers 
to  provide  job    training  to  low-wage  low-productivity  youths  whether 
in  formal  apprent ico^Ships  or  informally:  job  training  whose  usefulness 
is  not  restricted  to  the  firm  which    provided  it  must  be  financed  at 
least  in  part  by  the  worker  or  apprentice,  usually  in  the  form  of  a 
reduced  initial  wage.    This  means  that  even  i*"  current  productivity 
of  employed  youngsters  warrants  paying  tho  minimum  wage,  ^nh  training 
is  precluded  for  many  of  them  sine  its  provision  would  require  paying 
initially  a  subminimun  waqe 

Thus  the  existence  of  minimum  wages  and  emplover  •  x",  '**inris 
that  they  wiU  continue  to  be  raiser!  at  least  as  fast  a-^  ^he  average 
waqf>  I'^'vel  1»  ads  to  the  following  responses  on  the  demand  side: 

fl^  A  reduction  in  th*^*  availability  of  steady  unskilled  -jobs  (as 
distinguished  from  "peak-load"  and  seasonal  -jobs  in  which  rates  of  pay 
are  usually  higher  anywa/) . 

f2)  A  shift  of  employer  hiring  preferences  away  from  a  non-studf^nt , 
less  educated  anj  inexperienccl  work  force  toward  more  eduf:ated  and 
experienced  labor,  and 


o 

ERIC 


509 


(3)  A  decline  m  provision  of  fonnal  or  informal  apprc^nticehsip 
to  the  uneducated  loi*-productivi ty  young  workers. 

Incidentally,  the  shift  m  hiring  preferences  away  from  non> 
student,  uneducat^  young  work  force  was  strengthened  by  the  effects 
of  the  expansion  of  minimmo  wage  coverage    on  the  industrial  distribu- 
tion of  teenage  employtnent :  while  40*  of  teenage  workers  used  to  be 
employed  in  manufacturing  before  FLSA,  this  percentage  dropped  more 
than  half  by  the  mid-fifties,  as  practically  all  of  manufacturing 
was  covered  by  the  minimum  wagn  almost  from  the  start.     The  shift 
of  teenaqp  employment  away  from  manufacturing  and  toward  trade  and 
service  sectors  is  conipatible  with  growing  part-time  and  part-period 
activities  as  is  schooling,    one  may  argue  that  growth  of  schooling 
resultod  in  .jreator  supplies  of  teenage  workers  to  these  sectors, 
but  It  seems  reasonable  as  well  to  view  both  the  growth  of  schooling 
and  of  part-time  student  employment  in  trade  and  services  as  induced, 
II!  part,  by  minimum  wage  developments. 

Research  of  Welch  confirms  that  the  differential  extension  of 
mini!rum  wage  coverage  contributed  to  the  shift  of  teenagers  from 
manual  to  service  jobs.    We  should  note  that  in  service    jobs  such 
qualities  of  workers  as  appearance,  articulateness,   literacy,  and 
numeracy  are  more  important  than      in  manual  jobs,  and  a  double 
premium  was  put  on  such  qualities  when  minimum  wage  coverage  was 
f^xtended  to  trade  and  service  sectors  in  the  early  sixties. 

The  evident  perception  on  the  supply  aide  is  that  the  route  to 
advancement  in  the  labor  market,  even  for  those  not  much  interested 
m  further  schooling  is  more  schooling. 
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Some  of  the  induced  and  reluctant  students  alternate  between 
schools  and  labor  markets  tryim  to  find  their  way  to  a  future  that 
IS  uncertain.    Most  adversely  affected  are  younq  people  who  are  not 
able  or  willing  to  stay  lonqer  at  school ♦    The  ironic  fact  they  face 
IS  that  while  further  schooling  is  publicly  subsidized,  opportunities 
for  lob  training  leading  to  advancement  are  blocked  by  the  minimw 
wa^e  especially  for  the  less  educated  low  achievers.    Although  thi» 
IS  by  no  means  true  of  all,  many  young  school  dropouts  must  there- 
fore choose  between  Dobs  with  little  opportunity  for  advancement  or 
to  necome  a  labor  market  dropout  as  well.    In  this  connection,  the 
high  Irvels  of  non-participation  amoung  black  teenagers  in  inner 
citi* s  are,  or  should  be,  at  least  as  much  cause  for  concern  as  are 
tlieir  reported  unemployment  rates,  especially  since  the  latter  is  a 
less  relia.^lc-  statistic  than  the  count  of  people  who  are  not  working, 
whatever  the  overt  reason. 

Of  course,  the  minimum  wage  is  not  the  only  reason  for  the  plight 
ot  black  youth  in  the  poor  city  neighborhoods.     Impediments  in  the 
development  of  personality  and  of  general  skills  range  from  broken 
or  unstable  families,  welfare  dependency,  negative  peer  and  street 
life  influences,  and-  both  cause  and  effect-  poor  or  nonexistant 
schooling,    one  may  argue  that  the  attractiveness  of  alternatives 
such  as  welfare  or  illicit  acitvities,  is  enhanced  by  difficulties  in 
the  job  market  which  are  partly  due  to  minimum  wages.    Conversely,  these 
a  1  tor native  opportunitips.  as  it  were  "prop- up"  or  "enforce"  the  mini- 
mum waqp  on  the  supply  side.    Thus,  even  though  minimum  wages  have 
contributed  to  the  growth  of  such  alternatives,  given  their  prolifera- 
txon  and  pas>  access  to  them,  a  reduction  in  the  minimum  wage  may  not 
stimulate  wu^'i  supply  toward  thn  labor  market,  even  if  it  stimulated  demand. 
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At  this  staqp,  I  fear  that  not  much  can  be  iccomplished  unless 
patholoqical  alternatives  to  the  labor  market  are  also  reduced. 

4.  Does  the  Miniwuw  Wage  Help  the  Poor? 

An  affirmative  answer  to  this  question  is  taken  for  granted 
by  proponents  of  minimum  wage,  who  ignore  or  tend  to  deemphaslse  the 
emplo>Tnent  effects.     Even  if  we  leave  the  employment  effects  aside, 
does  the  higher  wage  received  by  youth  working  at  minimum  wages  help 
to  reduce  poverty  at  least  in  the  short  run*?    To  answer  thxs  question 
we  need  to  know  whether  families  of  such  youfisters  are  indeed  worse 
off  than  the  other  families. 

Hie  answer  to  this  question  was  not  available  prior  to  1973 
Cansus  (CPS)  statistics  on  the  matter  became  available.  Defining 
low  wa.ff'S  as  less  than  S2  p«r  hour  m  1971  (the  minimum  became  $2  in 
107<|>  r.ramlich  found  that  full-time  i-f>enage  workers  whose  wages  were 
below  $2  an  hour  wero  ^ust  as  likely  to  be  members  of  families  who 
w*?re  in  the  lower  half  as  in  the  jpper  half  of  the  income  distribution. 
Tn  ather  w>rds,  thero  was  no  correlation  between  wages  of  teenagers 
and  ;heir  family  incom*^. 

only  on-*  out  of  fujr  teenacje  workers  %#orks  full-timn.    The  cor- 
ral stioi  between  wages  of  part-timers  and  family  income  is  actually 

Te«-nager8  who  3arned  less  thai  the  S2  an  hour  lived  in 
fanilies  rfhoss  modlan  income  was  about  $11,00D  in  1973,  while  thoss 
who  -arns'i  Tiore  than  54  an  hour  lived  in  families  with  median  income  of 

S  7  ,  'I'M  » 
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For  working  tec-i»?«fs  as  a  qroup,  somewhat  more  than  a  half 
lived  In    fa.nllies  with  a:»ve  avfera^e  incomft'S.    Those  working  part- 
time,  ami  these  ar.»  largely  students,  had  wages  lower  but  family 
incoiTies  higher.    Evidently,  thos-,  younsters  who  are  in  the  lowest 
p^onomic  strata  have  more  work  exp'^rience  than  students  if  Mie^  have 
^OTS,  but  a  large  proportion  of  them  is  either  uneniplo/ed  or  not  even 
searcl.inq  for  jobs 

Coiseq a^ntly,  e/en  if  minim-im  wage  hikes  rais'?  the  earnings 
of  low  w.s^e  tee^agers  who  do  not  lose  jobs,  much  or  tu<)re  of 
\^\\^       to  a oove -average  income  families.    This  is  certainly  not 
the  ai/owed  intention  of  minimum  wage  legislation. 
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KAAV 

NMionai  AMocMlon 


April  1,  1981 


The  Honorable  Don  Nickles,  Chairman 
Subcommittee  on  Labor 

Senate  Committee  on  Labor  and  Human  Resources 
United  States  Senate 
Washington,  DC  20515 

Dear  Mr.  Chairman: 

The  National  Association  of  Manufacturers  would  like  to 
offer  ic6  views  concerning  the  youth  subminimum  wage 
proposals . 

The  NAM  is  composed  of  over  12,000  manufacturing  and 
related  concerns,  80  percent  of  which  have  500  or  less 
employees.     In  addition,  NAM  has  more  than  one  hundred 
manufacturing  trade  associations  as  members  of  its 
Associations  Department  representing  approximately  30,000 
firms  and  is  further  affiliated  with  another  128,000 
manufacturing  firms  through  its  National  Industrial  Council. 

The  continually  high  unemployment  rate  for  the  under  20 
age  group  is  a  critical  issue  which  must  be  addressed.  The 
minimum  wage  law  harms  the  very  people  it  is  intended  to 
help  by  making  it  too  expensive  for  employers  to  hire  many 
unskilled  and  minority  workers,  many  of  whom  are  teenagers. 
NAM  remains  firm  in  its  belief  that  if  the  present  minimum 
Wage  rate  is  again  increased,   it  will  have  adverse  effects 
upon  the  youth  unemployment  problem  and  the  entire  economy. 

NAM  supports  a  subminimum  wage  for  youth  to  help  solve 
this  grave  problem.     Well  meaning  programs  in  the  past  have 
obviously  not  helped  these  younger  workers  when  the  latest 
statistics  place  the  youth  unemployment  rate  at 
approximately  18  percent,  which  is  more  than  double  the 
overall  unemployment  rate  of  7.5  percent. 

Studies  pertaining  to  this  issue  differ  on  just  how 
effective  the  subminimum  wage  would  be  in  reducing  our 
unemployment  situation.     Th<»  studies  which  oppose  the  youth 
differential  focus  mainly  upon  the  presumption  that  a  youth 
opportunity  wage  would  displace  older  workers  from 
employment.     These  studies  do  not  concentrate  upon  the  basic 
objective  of  this  concept  --  that  is  job  creation.  Given 
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the  opportunity  to  hire  and  train  younger  workers  at  a  lower 
wage  rate  will  give  employers  the  incentive  to  create  new 
3ob8        particularly  those  jobs  which  -existed  before  the 
minimum  wage  went  so  high  as  to  eliminate  them. 

NAM  maintains  that  a  subminimum  wage  dlone  is  not  the 
answei  to  solving  the  youth  unemployment  problem.  Other 
progriuns  working  toward  the  same  result,  that  is  30b 
creation  in  the  private  sector,  will  also  have  to  be 
utilized.     Business  participation  on  Private  Industry 
Councils  (PICs)  and  implementation  of  the  Private  Sector 
Initiativfc  Program  (PCIP)  will  also  help  to  alleviate  this 
unemployment  situation.     We  must  search  for  the  right 
combination  of  these  programs  to  begin  making  headway  in 
finding  a  solution.     Public  and  private  t^'aining  programs 
will  continue  to  provide  an  upgrading  or  the  necessary 
skills  for  these  younger  workers,  but  these  groups, 
especially  the  inner  city  teenagers,  have  got  to  receive  the 
immediate  opportunity  to  get  a  foot  on  the  firsc  rung  of  the 
employment  ladder.    The  youth  differential  could  provide 
employers  the  incentive  to  hire  the  inexperienced  young 
worker . 

No  one  can  estimate  just  how  many  jobs  would  be  created 
by  a  youth  wage  differential  program.     NAM  suggests  that 
this  concept  be  initiated  on  an  experimental  basis  for 
several  years  and  carefully  monitored  to  determine  its 
precise  impact.     Entry  level  jobs  are  the  key  to  the 
beginning  of  an  upward  move  for  many  youths  in  school  and  in 
job  transition. 

Today,  qualifying  students  may  be  hired  at  85  percent 
of  the  minimum  wage  under  existing  exemptions  to  the  Fair 
Labor  Standards  Act.     The  youth  differential  for  all 
teenagers  is  no  more  radical  than  arranging  a  similar 
program  for  young  people  whose  future  is  far  less  promising 
than  that  of  college  students  with  summer  jobs.     It  could 
give  many  hard  core,  unemployed  youngsters  a  chance  to  enter 
a  society  £rom  which  they  have  been  excluded. 

In  conclusion.  NAM  submits  that  this  concept  should  be 
tried  as  part  of  a  broad-based  youth  employment  strategy. 
We  lespectfully  request  that  this  letter  be  made  part  of  the 
record  of  the  current  hearings. 


BMC/th 

cc:     Thf»  Honorable  Orrin  Hatch,  R-UT 
The  Honorable  John  East,  R-NC 
The  Honorable  Robert  Stafford,  R-UT 
The  Honorable  Dan  Quayle,  R-IN 
The  Honorable  Paula  Hawkins,  R-FL 
The  Honorable  Harrison  Williams,  D-NJ 
The  Honorable  Edward  Kennedy,  D-MA 
The  Honorable  Jennings  Randolph,  D-WV 
The  Honorable  Donald  Riegle,  D-Ml 


Sincerely , 


Brenda  McChriston 
Di rector 

Human  Resources  and 


Equal  Opportunity 
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Senator  Nickles.  Thank  you  very  much.  The  meeting  is  ad- 
journed. 

[Whereupon,  at  1:02  p.m.,  the  subcommittee  was  adjourned.] 
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